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EXPLANATORY NOTES 


The following symbols have been used throughout this SURVEY: 


not available or not pertinent; 


— = nil or negligible; 


* 
| 


= estimate by the secretariat of the Economic Commission for Europe. 


In referring to combinations of years, the use of an oblique stroke—e.g. 1969/70 
signifies a twelve-month period (say from 1 July 1969 to 30 June 1970). The use of a 
hyphen—e.g. 1968-1970—normally signifies either an average of, or a total for, the full 
period of calendar years covered (including the end years indicated). 


Unless the contrary is stated, the standard unit of weight used throughout is the 
metric ton. The definition “billion”? used throughout is one thousand million. Minor 
discrepancies in totals and percentages are due to rounding. 


References in tables or charts to the OECD (Organisation for Economic Co-opera- 
tion and Development) refer to the west European members of that organization (i.e. 
excluding Canada, the United States and Japan) unless otherwise stated. 
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CHAPTER | 


RECENT ECONOMIC DEVELOPMENTS IN WESTERN EUROPE 


1. OUTPUT, DEMAND AND EMPLOYMENT 


For the industrial west European countries taken as a group, the sum of gross national 
products rose by about 3 per cent in volume in 1971, and industrial output by only 2 per cent. 
These growth rates are much slower than the average for the last two decades, when gross 
national product rose by about 4.5 per cent a year and industrial output by 5.5 per cent.! In 1970, 
the over-all GNP growth rate (5.2 per cent) had been a little above the long-term average, but 
was already declining from the peak expansion rate of 1969. The prospects for 1972 are assessed 


in section 4 of this chapter. 


_ Since the early 1950s, gross national product in industrial western Europe as a whole has 
risen by as little as 3 per cent only in 1958—ending the cyclical upturn which started in 1953—and 
in 1967—ending the long period of sustained growth which started in 1959. 


(i) Output 


Inter-country differences in the growth of total output 
were quite big in 1971; increases in GNP ranged from 
5.5 per cent in Austria to virtually complete stagnation 
in Sweden (table 1.1). Gross national product expanded 
by about 5 per cent or more only in Austria, France and 
Norway and only in these countries were growth rates of 
output in 1971 equal to, or higher than, the average for 
the 1960s. The slackening in relation to 1970 was fairly 
general, the only exceptions being Denmark, Ireland and 
Norway, where growth rates in 1970 had been slow. In 
France and Switzerland, however, the slow-down in 1971 
was quite modest.” 


As might be expected, changes in industrial production 
have been larger than in gross national product.? In 1971, 
industrial production rose more than gross national pro- 
duct only in Ireland and the Netherlands. In Austria, 


1 For an historical perspective, covering the period 1950 to 1969, 
see Economic Survey of Europe in 1971, part 1, The European 
Economy from the 1950s to the 1970s (E/ECE/814). 


2 In Austria, Belgium, Denmark, Ireland and Switzerland, the 
outturn in 1971 was more favourable than the national forecasts 
(see table 1 of the SuRvey for 1970, part I, chap. 1). In the Federal 
Republic of Germany, Finland, Sweden and, even more so in 
Italy, the growth rates of total output were less than forecast—the 
shortfall being 0.8 percentage points for the Federal Republic of 
Germany, 2.2 points for Sweden, 2.6 points for Finland and 3.1 points 
for Italy. For France, Netherlands, Norway and the United King- 
dom, actual results coincided fairly well with the national fore- 


casts. 


8 The growth elasticity of industrial production to gross national 
product was greater than one in all the west European countries in 
the last two decades. It tends to increase when the growth rate of 
gross national products is high, but it goes below one at low rates 
of growth of gross national product. (See ECE, Economic Survey 
of Europe in 1969, part I, p. 79.) 


Belgium, Denmark, France and Sweden, the two rose 
virtually in parallel.4 In the other countries, industrial 
output rose less. In Finland and to a larger extent in 
Italy, industrial output declined while GNP increased 
slightly (table 1.2). 


During the course of 1971 (see table 1.2), among the 
major countries, industrial output continued to rise fast 
(more than 5 per cent) only in France, where, however, 
the growth rate fell short of the VIth plan target (7 per 
cent a year). Output of consumer goods grew more 
rapidly than output of capital goods owing to the upsurge 
of private consumption in France and to sluggish invest- 
ment demand for machinery and transport equipment. In 
the Federal Republic of Germany, industrial output 
actually declined from the first to the last quarter owing 
to a sharp deceleration in investment in machinery and 
equipment, and only a moderate expansion of private con- 
sumption.® As in France and most other countries, out- 
put increased much more in the branches producing 
consumer goods than in those producing capital goods. 
In Italy, manufacturing production began to stagnate in 
the second quarter of 1970 and actually declined during 
1971. In Italy, too, the decline of industrial output was 
closely linked with investment in machinery and trans- 
port equipment (which probably fell in 1971) and with 
only a small increase in private consumption. In the 


4 In the long period, Sweden shows high elasticity of industrial 
growth with respect to GNP growth; France and Austria a low 
elasticity. 

5 However, industrial production increased sharply (4.6 per cent) 
in the first quarter of 1971 (over the last quarter of 1970); this 
explains why average manufacturing production increased in 1971 
as a whole (over 1970). 
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United Kingdom, industrial output has remained vir- 
tually unchanged since the end of 1969. 

_ In most of the smaller countries, industrial output had 
increased quite briskly during 1970; but in the opening 
: months of 1971, there was already a fairly general slack- 
ening, turning later into complete stagnation or, as in 


Sweden, an actual decline. Thus, differences in growth 
rates of manufacturing output among the smaller indus- 
trial countries in 1970-1971 reflect differences in growth 
rates during 1970 more than during 1971. It was only in 
Norway that expansion continued steadily during 1971, 
broadly in line with the long-term trend. 


(ii) Demand trends 


Some common features stand out from the variety of 
national situations. Entreprises’ fixed investments, stock- 
building and exports appear to be the most important 
factors behind the output deceleration of 1971. Private 
consumption also slowed down in most countries, but, 
as could be expected, its growth slackened less sharply 
than that of the three other variables. Broadly speaking, 
and with some conspicuous exceptions, public consump- 
tion and public investment operated in a counter-cyclical 
way but their role was generally modest. Investment in 
dwellings hardly showed any common behaviour among 
countries. 


Enterprise and public investment. The biggest single 
factor behind the slackening in industrial output was 
probably the slow-down, or actual fall, of investment in 
machinery and transport equipment. This is a normal 
cyclical movement but it was further aggravated by 
restrictive monetary policies. A slow-down of investment 
in machinery and equipment was expected (and forecast) 
after the boom of 1969 when annual growth rates of 
10-20 per cent (much bigger than output increases) were 
a common feature. The major exceptions to the pre- 
vailing tendency have been Austria and Norway. In 
Austria, the investment cycle seems to follow that of most 
other European countries with a one-year lag and in 
Norway 1971 has been a year of general recovery after 
the modest growth of 1971. Especially in the major 
countries, the deceleration in investment in machinery 
and equipment has had an immediate effect on the pro- 
duction sectors concerned. 


The weakness of investment in machinery and trans- 
port equipment was particularly marked in the Federal 
Republic of Germany, Finland, Italy, Sweden and the 
United Kingdom; in each of these countries, it accounted 
for about one percentage point or more of the over-all 
slackening in growth of domestic demand. 


Separate figures for investment by general government 
and by enterprises, where available, are given below. 


For these countries, the table confirms that the marked 
slow-down or decline in investment in machinery and 
transport equipment was associated essentially with a 
deceleration or a decline in the investment of enterprises. 
The table also provides information for two countries 
(France and the Netherlands) for which the breakdown of 
investment by type of assets is not yet available for 1971. 
In France the growth of enterprise investment changed only 
moderately; enterprise investment in the Netherlands 
actually declined compared with an increase of about 
12 per cent in 1970. The table also shows—and this is the 
most disquieting feature—that only Sweden expects a 


General 
government 
investment 


Enterprise 
investment 


Annual percentage change in volume 
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LOTIONS Oa eed he Scope ee Wes 5.5 
Оо eee, 0 Зови 55 4.7 
т о тн 5.8 5.8 
Netherlands 

19 OV Retest еее ite о ee UH —1.0 
Ae eee hs ae eee Ree МИ, —1.5 7.0 
EDP ee Вне re. Soe ee —6 —4.5 
Norway 

LST OM ee) perenne, о eres 3.0 1.8 
LOT ee ee we ee ae Shel 6.3 
192 ere. oe УМ ЛИ. 4.0 9.0 
Sweden 

ОЕ aD Ee Ron 2.6 8.0 
tL EN Ace ds ie ere Se ee Deo —5.4 
а ee 10 6 
United Kingdom 

> И ЗВ ake, eae 4.7 2.6> 
LOU aga ee re ee en eee er hs —3.3 5.0> 
1972.) ес ety earns — 5.05 


Sources: National statistics. 

Note.—Unless otherwise specified, investment in dwellings is excluded. 
® Including dwellings. 

> Total public sector, including nationalized industries. 


sizable expansion of enterprise investment in 1972 (10 per 
cent against about 2 per cent in 1971). France and Norway 
expect a fairly steady growth, at around 4 to 6 per cent. 
The other countries expect either no change or an actual 
decline. The reason most commonly advanced for this 
expected sluggishness of enterprise investment is the low 
degree of capacity utilization. In the Federal Republic of 
Germany, it has been estimated that capacity in industry 
rose by over 5 per cent in 1971 while output rose less than 
2 per cent. For 1972, a further increase in capacity of 
over 4 per cent is forecast while output is expected to 
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increase only marginally.® In these circumstances, it 1s 
likely that investment in industry will follow rather than 
precede the expansion of other items of final expenditure. 
In Italy, the degree of capacity utilization for the whole 
industrial sector has been estimated at no more than 
77 per cent in the last quarter of 1971. It was slightly 
lower in branches producing consumer goods than in 
branches producing investment goods.’ In the United 
Kingdom, the rate of capacity utilization would probably 
allow a 10 per cent rise in manufacturing output without 
reaching a higher rate of utilization than in 1960 (which 
was the highest rate in the whole period since 1958). 
This is supported by the high proportion of employers 
reporting surplus capacity in the Confederation of 
British Industry’s business tests. The rate of utilization is 
low in practically all branches of manufacturing.® 


Public investment exerted a particularly severe restric- 
tive effect in the Federal Republic of Germany and in 
Sweden where it actually fell and largely offset the expan- 
sionary effect of public consumption. In Finland, public 
investment remained at the level of 1970 and did not 
counteract the weakening of autonomous market forces. 
In the Federal Republic of Germany, Sweden and Finland 
the decline or stagnation of public investment has been 
a deliberate measure taken by governments as part of 
their over-all restrictive policies. All three countries 
intend to increase public investment in 1972 in the frame- 
work of reflationary policies. 


In 1971, public investment clearly played a counter- 
cyclical role in the Netherlands where it expanded con- 
siderably in contrast with the fall in enterprise investment. 
However, this compensatory réle should disappear in 
1972, when problems of external balance and price 
stability will be given priority by the Government. Among 
the countries for which figures for 1971 are not available, 
public investment is reported to have expanded further 
in Belgium, Denmark and Italy. However, in Italy it is 
also reported that the expansion lagged behind the 
official target and did not provide a stimulus to the eco- 
nomy of the magnitude which had been envisaged. 


Stockbuilding. Though information on stock changes 
has to be taken with particular reserve, it is fairly clear 
that in 1971 stockbuilding was either reduced or actually 
declined in most countries. An indirect confirmation is 
provided by the sharp deceleration in imports in a number 
of countries, particularly of raw materials. In the United 
Kingdom there was hardly any stockbuilding in 1971 
while stocks had risen considerably in 1970; this seems 
to be a main reason for the slight slow-down in output 
and demand. 


Elsewhere, stocks appear to have increased but the rate 
of increase has fallen, sharply in the Federal Republic of 


aie See Sachverstdndigenrat zur Begutachtung der gesamtwirtschaft- 
lichen Entwicklung, Jahresgutachten 1971-1972, 

7 See Mondo Economico, 5 February 1972, Supplement. 

2 See М. Рашс, “Capital utilization in manufacturing industry’’, 
National Westminster Bank Quarterly Review, February 1972. 


Figures relate to plant and equipment only and go up to third 
quarter of 1971. 


Germany (where the stock increase was no more than 
one-third of that in 1970), in Sweden (where it was only 
one-fifth of the 1970 increase) and in Italy. However 
stock building accounts for about 30 per cent of the slow- 
down in total domestic demand in 1971 in the Federal 
Republic of Germany (domestic demand rose by 7 per 
cent in 1970 and by 3.5 per cent in 1971). In Austria, the 
Netherlands and Norway stockbuilding was reduced by 
nearly a half; this “explains” the slight slow-down in 
domestic demand in Austria but accounts for only about 
20 per cent of the big deceleration in the Netherlands. 


Foreign demand. The growth of exports of goods and 
services slackened in ten of the 12 countries examined in 
this section.® The exceptions are: Norway, where exports 
expanded by 2 per cent (1.5 per cent in 1970); and the 
United Kingdom, where exports grew about the same 
as in 1970 (about 5 percent). By contrast, the growth of 
exports fell sharply (by a half or more) in Austria, Bel- 
gium, Finland, France, Ireland, Sweden and Switzerland. 
In some at least of these countries the deceleration was 
accompanied by a similar or even stronger import decel- 
eration. Generally speaking, the origin of the weakening 
of export growth in one country was the weakening in 
domestic demand in other countries provoking a decelera- 
tion in their imports. But the imports of each west 
European country come largely from other west European 
countries especially for manufactured products. Thus, 
curbing imports of manufactured products into one 
country means curbing the exports of other west Euro- 
pean countries. In turn, the deceleration in exports has 
reacted on domestic demand and, hence, on domestic 
output and imports. 


It may be worth noting however that some of the coun- 
tries which have experienced the sharpest deceleration 
in exports (Austria, France, Switzerland) are also the 
countries which have experienced the smallest slow-down 
in output. The dampening effect from exports has been 
largely offset, in the short run, by strong domestic 
demand. In fact, in 1971, private consumption acceler- 
ated in France, and in Austria and Switzerland there was 
an acceleration both of private consumption and of 
investment in construction. 


Private consumption was an expansionary force in most 
countries in 1971. It rose more than GNP in Austria, 
Belgium, the Federal Republic of Germany, Finland, 
France, Italy, Norway, Switzerland, and the United 
Kingdom. In Austria, France, Ireland, Norway, and 
Switzerland, it rose more than in 1970. It is possible to 
assess the net effect in 1971 of direct taxes and transfers 
to households on disposable income only for a few 
countries; the available data are shown in table 1.3. The 
general impression is that in 1971 the restrictive effect of 
direct taxes on households (including social security con- 
tributions) has been offset by the expansionary effect of 
transfers to households. In all countries in the table, 
except Norway and the Federal Republic of Germany, 
the difference between the development of primary and 


° Recent developments in the foreign trade of individual west 
European countries are examined in section 2 of this chapter. 
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TABLE 1.3 
Primary and disposable income and savings of households 
ae) in selected countries 
. АЗ Primary income: annual percentage increase 
Be Disposable income: annual percentage increase 
C = Savings as percentage of disposable income 
Country 1969 1970 1971 

Federal Republic of Germany 
A А ee ae 13.5 13.6 12.3 
Bee. mes he. VA bythe 8.4 12.8 11.0 
О ee Но Sie Be, 14.4 15.9 16.0 
Finland 
UNG A ie ae er ae flea lal it 11.0 
В MR NON eae Sy ot ee 11.1 8.6 9.5 
Ce en eee 12.4 11.9 13.2 
France 

PAM he ee ee aos em 13.7 12.4 10.5 
ВЕ ее м... 13.4 12.8 11.6 
САИ М бес. сх. 14.6 17.0 16.4 
Netherlands 
ne A LS 13.0 10.2 
Bere a ee eee 12.3 10.2 9.0 
о. 15.8 14.8 13.3 
Norway 
со 9.5 D3 11.9 
Ieee Be as a Sree eee ee 9.6 16.7 9.3 
Ol ee ee ee 11.3 14.0 11.9 
Sweden 
И п oa la a 7.8 10.9 8.5 
Bee о Be erie ets eo UE 8.8 9.7 
Co. (es. eos 23 92 6.2 
United Kingdom 
ists) GD cust ао Cn ale В 6.6 10.2 9.7 
и ges keys) Sete tse 5.9 9.0 10.1 
Ce ats Fas as) a> cs eae 7.5 7.9 7-6 


Sources: As for table 1.1 and secretariat estimates. 


disposable income of households is less than one per- 
centage point. Within this narrow margin, the incidence 
of net taxes on income appears to have been moderately 
expansionary in the United Kingdom, Sweden and France 
and moderately restrictive in the other countries. 


In 1971, the restrictive rdle of fiscal policy seems to 
have been mainly left to indirect taxes. It is shown in 
section 3 of this chapter that the contribution of indirect 
taxes to price increases rose considerably in 1971 com- 
pared with 1970 (by one percentage point or more) in 
Austria, the Federal Republic of Germany, Finland and 
Sweden (of the eight countries for which data were 
available). In the Netherlands, too, there was an 


10 In table 3.4 the contribution of changes in indirect taxes to 
price increases is calculated with respect to the implicit price deflator 
of total domestic expenditure. In the discussion above, it is assumed 
that the effect of an increase in indirect taxes is ultimately borne by 
consumers’ expenditure. 


increase but it was quite modest. By contrast, the contri- 
bution of indirect taxes to the over-all price increase 
declined in Norway and the United Kingdom. In Norway, 
the sharp change between 1970 and 1971 reflects the 
fiscal reform of 1970 (introducing a value-added tax) 
rather than deliberate fiscal policy. In the United King- 
dom, by contrast, the smaller contribution of indirect 
taxes to the increase in prices was due to the moderately 
expansionary fiscal policy of the government. 


Sweden in 1971 provides a striking example of fairly 
expansionary expectations being invalidated by reluctance 
to spend; while disposable incomes of households rose in 
real terms by 3 per cent, real consumption did not 
increase at all and the household savings ratio doubled. 
This is generally attributed to the uncertainties induced 
by the long drawn-out pay negotiations and by the 
unaccustomed social disturbances surrounding the claims 
for maintaining white-collar differentials particularly in 
the public services. 


Public consumption can be regarded as at least a mild 
force supporting expansion in most countries in 1971. 
Its growth was accelerated everywhere except in Belgium, 
Finland, the Netherlands and Sweden. It took an increas- 
ing share of GNP everywhere except in Austria, France, 
the Netherlands and Switzerland. 


Investment in dwellings. Dwelling construction is 
directly and strongly influenced by government policies 
in all west European countries. Yet, administrative rigidi- 
ties and other factors have made this variable less re- 
sponsive than perhaps was expected. In a number of 
countries, investment in dwellings in 1971 either remained 
unchanged at the 1970 level or actually fell: this happened 
in Belgium, Denmark, Finland, Italy and Sweden. In 
Italy, the decline of investment in dwellings was quite 
large and was one of the major factors responsible for 
the general stagnation of the economy in 1971, in spite 
of Government efforts to promote construction—largely 
the unfortunate result of administrative delays and legal 
vicissitudes. In Sweden, investment in dwellings declined 
by 5.6 per cent in 1971 following a decline of 2.6 per cent 
in 1970. The decline in 1971 was more the consequence 
of the industrial disputes (which have delayed planning 
procedures and deliveries of permits) than of Government 
policy. Furthermore, the excess demand for housing that 
existed during most of the post-war period has been 
recently replaced in many towns by excess supply at 
present high rents. In the United Kingdom, private 
housebuilding revived quite strongly, but public authority 
housebuilding was reduced. So far as information is 
available (see table 1.1) only Denmark, Finland, Sweden 
and the United Kingdom envisage any marked accelera- 
tion in dwelling construction for 1972. 


In France, the Federal Republic of Germany, the 
Netherlands, Norway and probably in Austria and 


11 A boom in house construction, largely induced by the anti- 
cipation of legal restrictions, began in 1968 but was short-lived. 
A new town and country planning Jaw was passed in 1971 but its 
effects are likely to be delayed by the lengthy administrative pro- 
cedures. 
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Switzerland, investment in housebuilding rose more (in 
some cases considerably more) than GNP in 1971; and in 
some of these countries (for instance, the Federal Re- 
public of Germany, France and Netherlands) there was 
also an acceleration over 1970. It is impossible to say how 
far this was policy induced and how far the result of 
market forces (because of the “residual” nature of this 
sector),!2 but it remains true that in these countries, it 
played an expansionary role. 


On the whole, the sharp cyclical deceleration of 1971 
appears to be the product mainly of market forces rather 
than of policy measures. Once again, enterprise invest- 
ment and stocks have been the most de-stabilizing fac- 
tors: their growth was much above the long-term trend 
in 1969 and 1970 and much below it in 1971. The general, 
widespread inflation has contributed to the rapid down- 
turn in two ways: first, it has probably had a depressing 
effect on expectations; and secondly, it has led governments 
to adopt policies of restraint and to maintain them even 


12 Experience in several countries shows that dwelling construc- 
tion tends to operate in an anti-cyclical way: in periods of high 
activity, it is difficult to compete with other sectors for financial 
resources and labour; in periods of slack, it tends to absorb part of 
the resources released by other sectors. 


when demand was weakening. In virtually all countries 
the major instrument of restraint has been monetary 
policy (though to different degrees and with many 
qualifications). Monetary policies were gradually relaxed 
during 1971 but in the meantime the recessionary forces 
had become too pronounced to be reversed by monetary 
policies alone. 


It is more difficult to generalize about the role of fiscal 
policies in 1971 partly because the various facets of fiscal 
machinery sometimes operated in different directions in 
the same country. On the whole, it appears that fiscal 
policy as a whole has been expansionary in France and 
the Netherlands (countries where output growth rates 
were not particularly low in 1971). It has been slightly 
expansionary in the United Kingdom where it did not 
succeed in offsetting the weak demand. It was slightly 
restrictive in the Federal Republic of Germany and 
Зуедеп .13 


13 See OECD, Economic Outlook, Мо. 10, December 1971, and 
the OECD country studies for France, Netherlands and Norway. 
For a detailed description of the effect on the national economy of 
the public sector in Sweden, in the period 1961 to 1971 (with 
projections for 1972), see The Swedish Economy, Preliminary 
National Budget 1972 (Stockholm 1972), p. 184 ff. 


(iii) Employment, labour productivity and unemployment 


The tight labour market prevailing in most countries 
in 1970 generally eased in the first part of 1971 and still 
more by the closing months of the year. Because of the 
changing position of the labour market during 1971, 
annual averages have to be interpreted with care. In 1971, 
the weaker output growth reacted on productivity, 
employment, hours worked, registered unemployment, 
activity rates and inter-country migrations. (Changes in 
employment, labour productivity and employment in the 
total economy and in manufacturing, are shown in 
tables 1.4 and 1.5.) 


Following the usual pattern, over-all labour produc- 
tivity rose less in 1971 than in the years characterized by 
faster output growth, thus cushioning the effect of slow 
output growth on employment. The effect of output 
deceleration on labour productivity (and, hence, indi- 
rectly, on employment) may be seen by comparing 1971 
growth rates with average growth rates during the 1960s. 
The difference between the average growth rates of output 
in the 1960s on the one hand and in 1971 on the other, 
are shown in column A of the following text-table; similar 
differences in output per man are shown in column B. The 
countries have been arranged in three groups: the first 
includes countries where both output and output per man 
rose less in 1971 than in the 1960s; the second group 
includes countries where productivity (but not output) 
rose in 1971 more than in the 1960s; and the third group 
includes countries where there were only minor differences 
between 1971 and the 1960s. 14 


14 Denmark and Ireland are excluded because of a lack of 
employment data for 1971. 


Differences between output and labour productivity growth rates 
between 1971 and the 1960s 


(In percentage points per year) 


(A) Output (B) Labour 
(GDP)* productivity 
Federal Republic of Germany —2.3 —2.0 
Ва и. —3.4 --1.4 
о eee eee ne —4.1 —3.6 
СЯ Ее кб с р Бао о о —1.5 —0.8 
Swedeiiz. о 8 hen eee —4.2 —4.0 
Bélsium? о ee eee —0.3 +0.6 
Switzerland а. —0.1 +1.0 
Wnited Kansdonmue о, а —1.2 +0.9 
Austria?) Seas ре +0.7 —0.6 
‘Brancedntd ria te Sg ee —0.2 —0.1 
INOEWayjaac ge hie ee See +0.1 —0.4> 


Sources: For the 1960s (1958/60 to 1967/69), The European Economy from 
the 1950s to the 1970s, part I of the Economic Survey of Europe in 1971; for 
1971, table 1.4. 


в At factor cost where available. 


Be It is likely that in Norway, in 1971, employment rose less (and labour pro- 
ductivity more) than suggested by available statistics. See Economic Survey 1971, 
Oslo, Central Bureau of Statistics, p. 172. 


In the first group of countries the slower growth rate of 
labour productivity represents proportions of output 
deceleration ranging between from 45 per cent in Finland 
to virtually 100 per cent in Sweden. Thus in the Federal 
Republic of Germany, employment would have declined 
in 1971 by about 2 per cent instead of remaining un- 
changed if the growth rate of output per man had 
increased in 1971 at the same rate as in the 1960s (4.8 per 
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cent per year): in fact output per person employed rose 
by 2.8 per cent. 


Switzerland and the United Kingdom are a story apart. 
In both countries productivity rose more rapidly in 1971 
than in the 1960s, although output rose less (only frac- 
tionally in Switzerland and to a sizable extent in the 
United Kingdom). In Switzerland, the productivity accel- 
eration started in the second half of 1965 and was asso- 
ciated with the restrictions of the earlier large-scale 
immigration. Since then, the pattern of growth has been 
much less labour intensive.25 


Employment either declined in 1971 or rose less than in 
1970. It rose more only in Austria. In 1971, employment 


15 In the 1950s, the increase in output per person employed had 
been very slow in Switzerland—2.5 per cent per year compared 
with 3.9 per cent for the industrial west European countries com- 
bined—although output growth was not much less. 


declined in Belgium, Finland, Italy and the United King- 
dom. In the United Kingdom, the sharp fall in employ- 
ment was the consequence of a slow growth of output 
accompanied by a rising productivity trend. In Finland, 
the Federal Republic of Germany and Italy it was the 
consequence of the stagnation of output, and the fall in 
employment was modified by the slowing down in pro- 
ductivity increase (productivity did not increase more 
than could be expected in relation to the slow increase in 
output). In manufacturing, employment rose less (or 
declined more) in 1971 than in 1970 in all countries listed 
in table 1.5. Again, only in the United Kingdom was the 
fall in manufacturing employment associated with rising 
productivity. In the United Kingdom, in 1971, pro- 
ductivity rose in manufacturing much more than could 
have been expected from past experience (table 1.5) while 
in the other countries it rose either in line with past trends 
or less. 


TABLE 1.4 


Employment and output per person employed; man-hours worked and output per man-hour for 
the total economy and in manufacturing 


(Annual percentage changes) 


Total economy 


Manufacturing 


r Man-h 0. 
ое and period Employ- Output per Employ- pthc ante ей а 
теш Berson ment (labour hour 
employed Actual Estimated*® input)» worked 

Austria 
О о о sty ces, Sar oey cao —0.2 6.4 Dal 8.1 7.6 3.0 UP 
OT Oe rere gee tect ce Niel Soy" ai, she ts 0.4 6.7 1.6 el 6.7 0.0 8.8 
с И 4.1 1.0 a) 555) 0.7 5.8 
Belgium 
OGD Ue с а 1.9 4.8 2.9 Tet 8.8 3.4 Wg? 
Ато cede ie Sioa 1.7 4.2 22 2.4 4.4 —0.7 5.4 
UOT Е —0.2 4.4 0.0 4.0 3.9 —3.0 7.2 
Denmark г 
об а о а ме 4.4 4.7 Э.2 A : 
ТОО о оке 2.6 2 alge! —1.0 6.5 
ADT eerie, we Cues ое sean ook seats —2.0 —5.4 7.8 
Federal Republic of Germany 
Е Nee oe meres 6.1 4.5 Toil Ths) 6.1 5.5 
Gy Oo ee ea are 1.4 3.9 2.9 3.1 4.7 2.8 Bre 
о. 0.0 2.8 —0.5 1.9 2.4 —4.2 5.8 
Finland 
CYS a Se eee arch CeCe 2.4 6.2 6.2 6.4 6.3 4.6 8.0 
т 1.9 5.3 6.6 3.9 5.6 
1971 о Е — В) —0.4 —0.1 1.6 
France 
Обо pei may SEO: Sect Nce “ceria 5.8 2.0 6.4 6.8 1.9 6.5 
оо 16 4.2 2.2 4.9 6.0 0.4 6.8 
1971 ee ere ane 0 4.7 0.9 5.6 5.6 —0.2 6.7 
Ireland 
se ed nS ar 0.8 3.4 5.4 0.6 4.3 4.2 ee 
1970 рт И Е —0.7 2.4 2.3 1.2 3.0 1.0 2 


Sid ONS Lee BO але @ Jae: 


10 


Western Europe 


TABLE 1.4 (continued) 


Employment and output per person employed, man-hours worked and output per man-hour for 
the total economy and in manufacturing 


(Annual percentage changes) 


Е et ee ee ok ee oe ee ee =. 


Total economy Manufacturing 
Output per Man-hours Output 
Country and period Employ- г: ee Employ- person employed р per, тая- 
abe employed Actual Estimated*® input)? worked 
Italy 
19607 ое. Sree id —1.0 6.9 1.6 5:0) 5.4 ив =. 
Пе ие 2 0.5 4.8 2.8 9:1 6.2 2.0 5.9 
RA Nee Sac, Mees Saeco ate eee areca ee —0.3 ea 0.9 —4.3 —0.5 —5.8 1.9 
Netherlands 
LOGS at tere oes nantes Gee se aa was 1.4 4.2 1.4 8.6 7:5 2 8.8 
TO TOWER eee See ae Gace ae 1.1 4.8 0.9 6.8 6.2 —2.2 10.2 
LOTUS ое аа 0.5 3.5 0.0 3.6 3.8 —1.2 4.9 
Norway 
1OGD Bree rem etn cae Eee Too hs Be 0.8 3.6 0.8 5.4 3.0) —1.6 7.9 
о OM wie Коро 1.6 1.8 2.8 0.7 2.9 
ео Lat! 3.9 1.0 2.0 2.6 
Sweden 
Е О ets te. Be 1.7 4.8 5.6 0.0 6.6 
ТОО ates <p. 15 рае 2.0 2S Dal, 4.3 5.9 3.0 4.0 
197 eee Sena ee nae a es 0.2 0.1 —1.0 0.9 7 —4.3 4.4 
Switzerland 
L96D Re et а" ib? 4.8 0.7 9.5 —0.1 10.4 
Она Cee os se 1.0 59) —0.3 7.9 
ПО ais о ее дона arias 0.8 9:5 —1.5 2.5 
United Kingdom 
бо a Se ee —0.2 2.3 1.3 Dail 3-1 1.0 2.5 
О п оо оо —0.7 27 —0.4 1.6 15 —2.5 3.8 
LOTT cose ae, о —1.6 3.4 —3.9 4.1 0.7 —6.3 6.7 


Sources: For output: United Nations, Yearbook of national accounts statistics; OECD, National accounts of OECD countries, and 
corresponding questionnaires. For employment and man-hours worked: national statistics. 

Note.—Basic data for output of the total economy refer to GDP at constant factor cost, where available. For manufacturing the 
yearly changes in output before 1971 refer to national accounts data, based on the contribution of manufacturing to GDP, except for 
Ireland and the Netherlands, where the output data are based on the short-term index of manufacturing production. The preliminary 
output figures for 1971 used as a basis for this table are derived from such indices for all countries. 

The employment data for the total economy and manufacturing refer to all persons employed. For three countries, Finland, the 
Netherlands and Norway, national series for equivalent man-years have been used. The employment data differ in many cases from the 
data on man-hours worked, which are commonly derived from industrial statistics which exclude small establishments. 

в Based on linear equations given in the Economic Survey of Europe in 1969, part II, р. 97. 


> Man-hours refer to wage-earners only (for France also salary-earners). 


The unfavourable developments in employment were 
associated with an increase in unemployment. As a rule, 
unemployment rose considerably less than the employ- 
ment decline. Table 1.5 shows that unemployment rose 
more steeply from the end of 1970 to the end of 1971 
than between the annual averages, reflecting the wors- 
ening of the economic situation during the year. At the 
end of 1971, the ratio of unemployed to the labour force 
was higher than at the end of 1970 in most countries; but 
only in a few (France, Netherlands, Sweden and the 
United Kingdom) was it higher than in 1968. 


Hours worked (data only for manufacturing and in some 
countries only for wage-earners) fell in all countries in 


1971. Some decline in working hours is normal but in 
several countries there was a distinct acceleration in 1971. 
In Belgium, Denmark, the Federal Republic of Ger- 
many, Italy, Sweden and the United Kingdom, the 
reduction in hours worked in 1971 reached or surpassed 
3 per cent, and represents reductions in over-time or 
increases in short-time working rather than agreed short- 
ening of the standard working week. 


Net immigration continued in 1971 in two of the major 
labour-receiving countries, namely, the Federal Republic 
of Germany and France, although at a lower level than 
in 1970. Net immigration in Sweden has probably been 
reduced to a few thousand workers. But the situation 
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TABLE 1.5 


Changes in employment and unemployment 
(Thousand persons and percentages ) 


ee ee ee ee i oe ti ein С 1. го ait ©. 


Changes in employment 


/ 


a (annual average) Changes in unemployment Unemployment level Unemployment 
ountry and year (end of year) 
t 
economy Manufacturing о December Anmual dof year “labour forces 

Austria 
а Ка, См —38 —15 7 —5 71.0 99.9 3.0 
LOGO RE ir ope nln Sd —7 —19 —4 —10 67.1 89.8 2.8 
OU о eee ee 13 15 —9 —21 58.4 69.0 2.1 
ПО ооо И И 35 10 —6 —2 52.0 67.2 2.0 
Belgium 
LOS Me Ре Ae alae ТЕ —4 —18 17 2 102.7 108.8 3.0 
О, es ee 69 34 —17 —27 85.3 82.0 727) 
LD) OM ne eer о СИ. 63 26 —14 —6 71.3 76.2 2.0 
ке oA Re LN —6 —1 — 9 70.9 85.7 2.3 
Finland 
лоно  ee —12 1 25 —12 88 86 4.2 
а а ante 46 29 —26 —35 62 51 2.5 
ПО: с ее а им 38 33 —21 —13 41 38 1.8 
TESA, io «| et ae ae Ве И —22 —2 8 15 49 53 2.6 
Federal Republic of Germany 
о; Se god. x 50 98 —136 —260 52355 266.4 1.0 
ICSE ee fee eee ek 480 440 —145 —74 178.6 192.2 0.7 
я ть 382 297 —30 —17 148.8 175.1 0.6 
QOS М аа — —50* 36 95 185.1 269.8 1.0 
France 
О Е Чьи —12 —95 585 10ъ 253.8 258.3 1.3 
О и, п о 364 112 —31Ъ —25» 222.9 233.2 1.1 
SHO) oo sully SAS к он 323 125 39b 89b 262.1 322.4 1.5 
1971 115“ 50* 74» 75» 336.6 397.9 1.9 
Ireland 
HOTS gw би. 2 1 —1 УЗ 36.6 3.3 
ICES el В ee 8 11 —1 1 36.1 37.2 3.4 
TRE) ор т Е 7 5 6 3 41.6 39.9 3.6 
ПО о ера Ae mers a ae 1 8 42.4 48.1 
Ttaly 
RS OSM ос —38 96 5) —4 694 665 3.4 
а аа ба —198 91 —31 —36 663 629 3.2 
O(n о в оо ыы eee Mie 85 163 —48 —14 615 615 3.1 
М о. — 63 51 —2 5 613° 620° 32 
Netherlands 
И wee kee 8 38 -4 —6 —32 84.3 86.1 1.9 
TGQ we ee ue ene La gL 63 18 —18 —7 65.8 78.7 i 
1970 ec 53 12 —10 —12 55.9 66.6 1.4 
1971 25 — 13 48 68.9 114.5 2.4 
mone 5) 4 16.5 27.5 1.8 
1968 4 =3 

12 3 —1 —6 15.6 21.6 1.4 
1969 
ТОО, eae 0 25 11 —3 —2 12.5 19.5 1.2 
1971 ПУ 4 — 1 12.2 20.8 1.3 
Sweden в igs а 

ох}. 38 —18 4 —2 40.1 . 

то ана 62 17 —3 —3 36.9 37.9 1.0 
о Сс 76 27 — 7 36.5 44.5 Е 
1971 . 6 —10 23 29 59.6 73.6 
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TABLE 1.5 (continued) 


Changes in employment and unemployment 
(Thousand persons and percentages) 


О ee eee 


а И psa Mii Changes in unemployment Unemployment level (end of year) 
Country and year | 1 D b и я а а с 
и у Manufacturing eae to i average End of year a Serie 

Switzerland wy 
би... 8 5 — — ие ый т 
Я по tae ee ss, eee 34 8 — -— 7 = = 
197086 осо 2 28 — — = а 
о око 28) — — — 

United Kingdom 

1968S rere nade Sete fs fer acs —1824 — 89a 27 —18 586.0 578.1 22 
Тоба. 214 1214 —5 24 580.9 601.8 2.3 
А ео иВ о ое А с —1954 —124 37 56 618.0 657.8 2.6 
о о И —3904 —3724 181 309 799.1 966.9 3.8 


Sources: National statistics. 


в The definition of unemployment varies between countries, so these percentages 
cannot be used for inter-country comparisons. 

Ъ Increase in “real’? unemployment (that is, taking into account increases in 
registration due to the opening of severai Exchange Offices throughout France) 
has been estimated as follows by French authorities: 


Changes in unemployment 


Annual Dec. to 
average Dec. 
IESE G Gece a. xmIG 54 5 
LOGO Peres. cote fours —40 —33 
LO TOMS сое sha Ye 19 50 
ЙЕ о > og Ga 6 oO 54 40 


deteriorated during the course of the year and the pros- 
pects for 1972 are disquieting: in view of the relatively 
modest growth rates of output envisaged there is little 
scope for an improvement in the labour situation for 
most of 1972. 


Comparison of the changes in employment and recorded 
unemployment with the normal growth in the population 
of working age shows that in a number of countries the 
weakening of the employment situation was reflected not 
only in a rise of recorded unemployment but also (and 
often to a much greater extent) in net withdrawals from 
the labour force (a reduction in activity rates which may 
be taken to represent an increase in unrecorded unem- 
ployment).!® This situation was evident in 1971 in the 
Federal Republic of Germany, Finland, France, Italy, 
the United Kingdom and Belgium. By contrast, pressure 
of demand for labour appears to have increased the active 
population more than can be accounted for by the 
demographic trend in Austria and Sweden. There was 
no marked discrepancy in the Netherlands, Norway or 
Switzerland. Information is not yet available for Den- 
mark or Ireland. 


The situation in some individual countries is examined 
below. 


16 A gentle decline in activity rates is normal (longer schooling, 
earlier retirement, outflow from agriculture, etc.) but in several 
countries the decline in 1971 was greater than can be accounted 
for by such factors. For the longer-term trends in the active popula- 
tion, see Economic Survey of Europe in 1968, chap. 3. 


с According to the statistics of the Ministry of Labour, applicants for work 
amounted to about 1.2 million in October 1971 as against 0.85 million in 
October 1970. 


4 June to June. 


In the Federal Republic of Germany, the major effects 
on the size of the active population may be summarized 
as follows: 


19718 19708 
Thousand persons 
1. Supply: 

INE TNINPNI 5 5 5 5 5 6 4 +300 +441 
Demographic factors ...... —20 —20 
Ota Ae wey eee ee Se eS +280 +421 

2. Distribution: 
Employment es. cee oe eee -— +382 
Unemployment (as recorded). . . +36 —30 
Residual change in active population —244 — 69 


a Change between annual averages. 


In spite of the recession, the net increase of foreign 
workers in 1971 is estimated at 300 thousand; since the 
supply coming from the domestic population—at constant 
activity rates—has continued to decline (by about 
20 thousand persons), the over-all supply of available 
workers in 1971 may be estimated at 280 thousand 
persons. At the same time, employment remained 
unchanged and recorded unemployment rose by only 
36 thousand. It follows that about 244 thousand persons 
have either left the labour force or not entered the market. 
Some decline in activity rates (about 50-70 thousand 
persons a year) is considered a normal, structural feature; 
but the much larger decline in 1971 seems to reflect 


i 
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essentially the weakness of demand (as can be seen from 


_ the text-table, the situation in 1970 was quite different). 


— 


The co-existence of two strong and contrary streams—a 
strong immigration flow and an equally strong reduction 
ш activity rates—is presumably due to occupational and 
geographical discrepancies between supply and demand 
(at the end of the year, the number of vacancies was still 
larger than the number of registered unemployed). 


In Finland, the population of working age rose by 
about 20 thousand persons in 1971 and the labour 
supply, at constant activity rates, should increase by 
about 15 thousand persons; employment declined by 
about 20 thousand persons, and unemployment rose by 
no less than 10 thousand persons. It follows that about 
25 thousand people left the labour market or remained out 
of it. Net emigration has been probably very small in 
1971 (there was, on balance, a small net return to Sweden). 


France belongs to the group of countries where both 
output and labour productivity grew in 1971 at rates 
rather similar to the trend of the 1960s. Yet an unem- 
ployment problem arose in 1971, although less than in 
several other countries. The domestic labour force at 
unchanged activity rates would have increased by about 
140-150 thousand persons in 1971. There is no infor- 
mation about net immigration of foreign workers, but 
this flow may be tentatively estimated at around 110- 
120 thousand in 1971 against 150 thousand in 1970.17 
On this estimate, potential labour supply would have 
increased by about 250 thousand persons, but employ- 
ment rose by about 115 thousand and recorded unem- 
ployment by about 50 thousand. It follows that in 1971 
there was also in France a sizable decline in active popu- 
lation, approaching 100 thousand. 


It may appear surprising that unemployment rose in 
France in 1971 in spite of a high growth rate of output 
and (probably) a smaller net inflow of foreign workers 
than in most years in the 1960s. In general terms, it should 
be remembered that in France, as stressed in the 
VIth Plan, a growth rate of output of nearly 6 per cent 
per year is considered necessary for maintaining full 
employment (including the continuation of a flow of 
immigrants). 


In Italy, totalemployment remained virtually unchanged 
in 1971, but the outflow from agriculture, which is 
typically about 200-300 thousand persons a year, declined 
to a bare 30 thousand in 1971. Total employment rose 
somewhat for males but declined for females. In Italy, 
the potential increase in the labour force due to demo- 
graphic factors is currently about 150 thousand persons 
a year. In 1971, recorded unemployment remained stable 
according to the sample surveys carried out by the Cen- 


17 Net immigration of Algerian workers was 30,000 persons in 
1971 against 60 thousand in 1970. Entry of other workers (other 
than from Common Market countries) was 130,000 in 1971 against 
165 thousand in 1970. 


tral Institute of Statistics.18 It seems that the whole 
potential increase in the labour force in fact remained out 
of the scope of the employment and unemployment 
statistics. The more or less constant level of employment 
in industry may appear surprising in view of declining 
output. Government policy to maintain industrial em- 
ployment included the foundation of a corporation 
financed by the major public concerns to offer financial 
Support to enterprises which otherwise would have been 
compelled to close down. 


In the United Kingdom, the modest increase in output 
in 1971 accompanied a large increase in unemployment. 
There is virtually no contribution to the increase in total 
employment coming from natural factors and the sharp 
increase in unemployment is entirely due to an even 
sharper decline in employment. Again, the unemployment 
increase was somewhat smaller than the employment 
decline suggesting a certain amount of concealed unem- 
ployment. А peculiarity of the United Kingdom, аз 
already mentioned, is the high productivity increase in the 
face of a stagnating output. This appears to be a trend 
which has been going on for a number of years though 
it may have accelerated in 1971. Since 1966, total 
employment started to decline, the decline being wholly 
concentrated in industry and construction. Within indus- 
try, the highest proportional decline was in mining. In 
the rest of the economy, employment remained stable. 
At the same time, output per person employed started 
to accelerate. The acceleration did not occur (to a signi- 
ficant extent) in manufacturing industry, but in mining, 
construction and in many service trades. The acceleration 
in construction (about 6 per cent per year) is particularly 
striking in view of the negligible increase in net output. 
This seems a clear case of a weak market forcing a shake- 
out of labour and driving up productivity.% 


Sweden offers a different picture. In 1971, in spite of 
output stagnation, employment and unemployment taken 
together rose more than can be accounted for by demo- 
graphic factors plus net immigration. Population of 
working age (20-64) rose by about 25 thousand persons 
in 1971, of which net immigration (especially from Yugo- 
slavia and Greece) may have contributed about 6 thousand 
persons. Total labour supply might thus have been 
expected to rise by around 20 thousand. In fact, although 
employment rose by only 5 thousand, the numbers 
recorded as unemployed increased by as much as 20 thou- 
sand, indicating an increase in activity rates (essentially 
among women). The same had occurred in 1970, although 
in that year employment increased much more. These 
changes suggest that in spite of the increase in unem- 
ployment in 1971, the underlying tendency in Sweden is 
a continuing shortage of labour. 


18 According to the Ministry of Labour, recorded unemployment 
(recorded applicants for jobs) increased in 1971. 

19 It is a subject of controversy whether the acceleration of labour 
productivity in some service sectors (distribution, miscellaneous 
services) and in construction can be associated with the introduc- 
tion in September 1966 of the Selective Employment Tax. 


2. FOREIGN TRADE AND PAYMENTS 


(i) General review of trade flows 


Western Europe’s trade and payments were influenced 
in 1971 by the slower growth of output and demand in 
Europe and elsewhere except North America. The 
moderate economic recovery in North America, at the 
same time as economic growth slowed down in western 
Europe and Japan, led to a marked worsening of North 
America’s trade balance, put heavy pressure on the dollar 
and produced the most serious post-war crisis in the 
international monetary system.”° 


The monetary crisis of 1971 affected world trade 
developments in various ways. Uncertainties about 
future exchange rates may well have delayed purchases, 
although in the United States the threat of a devaluation 
may have speeded up imports of materials and equip- 
ment. The floating of a number of currencies makes it 
difficult to express world trade in the traditional common 
unit, the United States dollar; 21 it is, however, unques- 
tionable that the growth of world trade and of western 
Europe’s trade was appreciably slower between 1970 and 
1971 than between 1969 and 1970, both in terms of value 
and in terms of volume. 


General features 


Jn western Europe and Japan—which in 1969 and 1970 
had been the dynamic centres of world trade growth— 
import volumes increased more slowly in 1971 than 
total world trade. In western Europe, GNP growth was 
reduced from 5 per cent in 1970 to about 3 per cent in 1971 
leading to a somewhat sharper deceleration of import 
growth. In Japan GNP growth was halved while import 
growth was reduced to one-third or less of that expe- 
rienced in 1970. In eastern Europe, in the developing 
countries and in the group Australia, New Zealand and 
South Africa, both output and imports expanded at 
reduced rates. In North America, on the contrary, the 
mild economic recovery caused the import volume to 
increase by some 8 per cent in 1971 after near-stagnation 
in 1970. The switch from a 0.7 per cent decline in the 
United States’ GNP in 1970 to an increase of about 3 per 
cent in 1971 probably meant that world output growth 
accelerated somewhat between 1970 and 1971. However, 
the United States has a lower weight in world trade than 
in world output and the volume growth of world trade 
is estimated to have slowed down from about 9 per cent 
in 1970 to 6 per cent in 1971. 


A full statistical picture of world trade developments 
in 1971 is not yet available and the analysis must be based 


20 See section 2 (ii) of this chapter for details of these events. 
_ №1 The trade statistics, mostly derived from the OECD compila- 
tions, are converted into dollars for months after April 1971 at 
the spot rates prevailing in each month. 
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on partial data and assumptions. The sharp deceleration 
in manufacturing output growth in western Europe and 
Japan (which together account for almost two-thirds of 
total world imports of primary commodities, SITC 0-4) 
led to a near stagnation in their imports of crude and 
semi-finished industrial materials in 1971. In fact, owing 
to a swing in the inventory cycle (stock-holding being 
shifted from the user to the producer) the contraction of 
foreign trade in industrial materials was greater than 
that of production. Thus both consumption and stocks 
of raw cotton and raw wool declined; consumption of 
natural rubber stagnated and stocks fell. Importing coun- | 
tries’ stocks of pulp and paper were reduced with the 
effect of some unwanted stock accumulation in exporting 
countries (Finland, Sweden); for non-ferrous metals, pro- 
ducers’ stocks are to a large extent held at the London 
Metal Exchange and these stocks increased in 1971. 


In the United States the development was different. 
During the spring users built up huge stocks of imported 
steel and copper in anticipation of strikes which, however, 
never occurred and the recovery in the automotive 
industry led to a significant stockbuilding in natural 
rubber. It also seems likely that stockbuilding affected 
most imported materials in view of the threat of dollar 
devaluation. 


On balance, the switch in stock-holding of industrial 
materials from users to producers had a dampening 
effect on world trade superimposed on the slowing down 
in manufacturing output; the volume of world trade in 
industrial materials (excluding base metals) in 1971 grew 
less than half as fast as in 1970. The volume growth of 
world trade in fuels was also halved between 1970 and 
1971, the combined result of reduced economic activity, 
lower stock-holding, milder weather in western Europe 
and the steep rise in crude petroleum prices which led 
to a halt in the long-term decline in solid fuel production 
and consumption. World trade in foodstuffs, on the other 
hand, increased in 1971 at about the same rate as in 1970. 


Average export unit values (according to United 
Nations data expressed in current dollars) increased less 
in 1971 than in 1970 for foodstuffs, agricultural non- 
foods and non-ferrous metals (a rise of 4 per cent in 1970 
and a fall of 11 per cent in 1971) but export unit values 
increased more for minerals and particularly for fuels 
(both petroleum and coal). Thus the growth of world 
trade in primary commodities (SITC 0-4, which excludes 
base metals) between 1970 and 1971 may be put at about 
12 per cent in value and perhaps 5 per cent in volume 
(1971 based on data for January-September). 


World trade in manufactures (SITC 5-8) increased in 
volume terms (based on data for January-September) at 
about the same rate in 1971 as in 1970. In the fourth 


т Foreign trade and payments 15 
. ра = ES 


ae Production and trade in steel in 1971 
Se ee АЕ р ee See 
7 Production Exports Imports 
Million Percentage Million Percentage Million Percentage 
tons change over tons change over tons change over 
1971 1970 1971 1970 1971 1970 
Federal Republic of Germany 40 —10 17 al 12 2 
France UPN р ОИ 23 —9 i 8 6 12 
Belgium-Luxembourg . . . . 18 —2 11 —4 3 —14 
а о к. 17 1 4 70 5 —23 
United Киар4от...... 24 —15 5 20 2 9 
(Winitedistates snes 112 —8 3 — 61 17 37 
о о ae 89 —5 24 36 — == 


quarter, the growth of world trade slowed down аррге- 
ciably as can be inferred from export and import volume 
indices of west European countries as well as from the 
fact that United States trade was severely reduced by 
prolonged dock strikes (at West Coast ports in July- 
September, at East and Gulf coast ports in October and 
November). For base metals it is estimated that, despite 
a reduction in world output, international trade con- 
tinued to increase, largely because of the sharp increase in 
United States imports.”* Steel exports from Japan, Italy 
and the United Kingdom increased exceptionally fast. 


The general slow-down in industrial investment in 1971 
probably did not affect world trade in capital equipment 
to the same extent; many of the deliveries during the year 
were in response to orders placed during earlier, more 
buoyant years. Of special interest are the exceptionally 
large deliveries of ships in 1971, particularly from Japan 
and the Federal Republic of Germany (doubling in the 
latter country). There was in addition a continued strong 
expansion in world trade in aircraft (largely jumbo jets 
from the United States—39 delivered in 1971 compared 
with 19 in 1970—and military planes from Sweden) and 
in road motor vehicles. Despite the 30 per cent increase 
of United States production of passenger-cars in 1971 
(the sharp increase being influenced by the General 
Motors strike at the end of 1970) imports rose as much 
as 23 per cent, mainly from Canada and Japan. 


Export prices for engineering goods (in national cur- 
rencies, January to September) continued to increase as 
fast in 1971 as in 1970 and there was no difference in this 
respect between the countries which either revalued or 
floated their currencies in May and the rest. Indeed, it is 
not to be expected that export prices in national cur- 
rencies will be immediately affected by a change in parity 
(except when the contract is based on dollars as, for 
example, is usual for ships; west European ship builders 
report huge losses on their order books). Moreover much 
intra-west European trade in engineering goods consists 
of intra-company deliveries or exchanges of components 


24 In view of the excess capacity in the world steel industry it is 
interesting to note that in 1971 the United States reduced its steel 
capacity from 197 to 191 million tons. 

25 The extent to which ships enter foreign trade statistics is 
rather arbitrary. 


Production and trade in passenger cars (numbers) 


Percentage change 1970 to 1971 


Production Exports Imports Registrations 

United States .. 31 a 23 ae 
ара 13 20 . ae 
Federal Republic of 

Germany ... 98 168 213 dic 
Hrance’ о... 10 7 13 
ау —1а 1» 1» 4 
United Kingdom . 6 5 78 18 
Sweden ..... 2 19 —8 —3 
Denmark до ан — — a —4 
Norway ..... — — 25 17 
Netherlands 5 —7 
ра ав — 85 
Мона... 10 


® January-November. Ъ January-October. 


under very stable conditions. For such products, export 
prices reflect domestic costs at the time of signing the con- 
tract plus perhaps an allowance for expected cost increases 
until the time of delivery. 


However, the engineering sector may not be repre- 
sentative in this respect. In metals,?* chemicals, textiles, 
pulp and paper price competition is intense. As a result 
of the investment boom in previous years, capacity utili- 
zation—for example in the chemicals and synthetic fibre 
industries—was sharply reduced in 1971 even though 
many producers cut their prices. But in many cases pro- 
duction was maintained by adding to producers’ stocks 
(as for example in aluminium and nickel). Export prices 
(in national currencies) declined in 1971 for base metals 
(except zinc), plastic materials, and synthetic fibres; they 
increased somewhat for other chemicals, paper and 
textiles, and increased significantly for wood and pulp. 
(Where price competition was intense, actual export 
prices were often far lower than the published quotations.) 


26 Steel prices were raised in the United States after the devalua- 
tion in December. However, after complaints from steel-using 
industries, notably the automotive industry, prices have again 
been lowered. 
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TABLE 2.1 
Percentage change in trade values (in terms of US dollars) from previous year 


Reporting area or country: 


Trade with: OECD-Europe United States Canada Japan Total OECD 
Imports Exports Imports Exports Imports Exports Imports Exports Imports Exports 

Western Europe 
ПО о ТОЙ 2 eon 17 18 10 ИУ 4 43 36 41 16 My 
igi ee И 12 13 3 16 5 5 13 12 
United States 
1970 foe 18 7 re me —1 8 36 20 14 11 
(o7iee Gat. oak ee ee “HD 16 > в. 15 jae 0 24 2 7 
Canada . 
ие hares see 41 — Wl —1 39 17 14 oo 
а ee ars —2 7 15 14 8 51 11 17 
Japan 
а о ae eo ee 48 26 20 33 21 ЭТ ts ee 27 31 
О сы а ee 19 -- 20 —14 39 — as ae 21 —10 
Other developed 
а ao — И 7 16 33 26 20 25 7/ 18 
LOU Sree etek ee я 4 8 —1 —1 —5 —15 10 19 5 6 
Eastern Europe 
а Mere am их 14 13 16 42 —8 435 3 31 13 Я 
TOT eis. 25 eee rece ne 9 —5 —- 1 24 7 —2 17 8 4 
Middle East 
О а 13 4 1 7) 52 1 — 13 4 
О Е 39 16 56 31 31 68 28 14 37 21 
Rest of World» 
О ee ee es 11 13 12 16 4 38 21 16 12 15 
о - —- 10 7 —1 16 6 5 21 3 9 
World 
ас 17 16 11 14 1 17 26 21 15 16 
NOT: Baer ae 9 11 13 1 16 9 4 21 10 10 


Source: OECD, Statistics of Foreign Trade, Series A, February 1972, Supplement. 
® Australia, New Zealand and South Africa. > Including Asian centrally planned economies. 


International trade balances with the world and accounted for some 40 per cent of the 


deterioration of the United States trade balance. 

The United States trade balance in 1971 deteriorated 
by as much as $4.7 billion, incurred in trade with western 
Europe (—$1.9 billion), Japan (—$1.8 billion), Canada 


(—$360 million) and with developing countries excluding 
the Middle East. 


As shown below, there was no change between 1970 


The major shifts in the geographical pattern of world 
trade between 1970 and 1971 were in trade between North 
America, western Europe and Japan. Thus western 
Europe’s exports to North America increased steeply 
while imports fell; western Europe’s imports from Japan 
increased with no change in exports; and North America’s 
imports from Japan increased very rapidly while exports 


fell (table 2.1). These dramatic shifts in the pattern of 
trade between the countries resulted in exceptionally large 
changes in trade balances. Thus western Europe’s trade 
balance with the United States improved by over $2 bil- 
lion between 1970 and 1971, which was more than the 
improvement in the balance of western Europe’s trade 


and 1971 in the combined trade balance of western 
Europe, North America and Japan with the rest of the 
world. In fact, the deterioration of $2 billion in the 
balance with the Middle East (owing to higher petroleum 
prices) was offset by an improvement in the balance with 
all other developing countries (that improvement resulting 
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from changes in trade of western Europe and Japan with 
these countries; North America, ina different phase of the 
business cycle, suffered a deterioration). 


Change in trade balances between 1970 and 1971 
according to reporting area’s statistics 


(Million dollars) 


Reporting country or area 


Partners ; 
Cee © Sates банда Фара 
Western Europe. . . 110 —1940 — 480 290 
United ИЗ а о аб 2080 ae 110 1 990 
(ОБЕ овом 460 —360 Shs 220 
Japan ое —510 —1 830 —220 ae 
Other developed. . . 190 — —40 —10 
Eastern Europe . . . — 330 — —10 90 
Middle East —1 860 230 10 —510 
Rest of world’. . . . 1610 —760 —80 1 330 
World ss a es 1750 —4660 — 690 3 400 


Source: OECD, Over-all trade by countries, February Supplement 1972; 1971 
data based on January-November. 


8 Including Asian centrally planned economies. 


Western Europe 


These figures may be extended to include very rough 
estimates for the trade of other areas of the world,” — 
which yields the following tentative but more compre- 
hensive picture of changes in trade balances (in billion 


dollars): 


Change in trade balances between 1970 and 1971 of: 


Europe ie Japan foes Rest oF World 
Tn trade with: ica 
BUrOpe =. cae ante = 25 06 19 — 16 159 
North America .. . 2.5 — 2.0 —0.3 0.8 5.0 
Тара с. бе —0.6 —2.0 — 0.5 —1.3 —3.4 
Middle East о т) 0.3 —0.5 — -—0.4 —2.5 
Rest of world... . 1.6 —0.8 1.3 0.4* — 25 
Мое. 1.6 —5.0 3.4 2.5 —2.5 — 


Thus not only Europe and Japan, but also the Middle 
East, appear to have largely increased their export sur- 
pluses, while the worsening of the North American 
balance was accompanied by a lesser weakening of the 
balance of the rest of the world especially the developing 
countries. 


27 Eastern Europe, Middle East, other developed countries and 
rest of world including Asian centrally planned economies. 


(ii) Balance-of-payments developments 


Slower growth of output in 1971 led to a substantial 
increase in western Europe’s current account surplus, 
which increased from $1 billion in 1970 to about $3.5 bil- 
lion in 1971.28 More than half was accounted for by an 
improvement of the trade balance. An increase was also 
recorded in western Europe’s net earnings of invisibles. 
Although freight rates declined from the exceptionally 
high level of 1970, there was a further improvement in 
the net earnings on shipping of the major shipping coun- 
tries, especially Norway and Greece. The rest was largely 
accounted for by an increase in the region’s net travel 
earnings. About half of the improvement was due to an 
increase of western Europe’s surplus with the United 
States, more than accounted for by the trade balance. 


Most countries in western Europe shared in the 
improvement of the current account. The most important 
change was recorded in Italy, where the current surplus 
increased by almost $1 billion; this was almost wholly due 
to a substantial improvement of the trade account in the 
wake of declining growth of output (table 2.3). Similarly, 
the United Kingdom’s current surplus increased by 
$850 million, again on account of a rising trade surplus. 
The deficit of the Netherlands was substantially reduced, 
a very large improvement on trade account offsetting a 
considerable worsening on invisible account. Sweden 
swung from deficit into substantial surplus, again mainly 
because of the improvement on trade account. In south- 
ern Europe, Spain showed a large and the other countries 
a small improvement—in Spain equally divided between 
trade account and invisibles (mainly tourism). 


28 Goods, services, private and government transfers. 


By contrast, the current balance worsened in France and 
Norway—two countries where the growth rate was well 
maintained—but also in the Federal Republic of Ger- 
many and Finland where economic activity slowed down. 
The largest worsening was in the Federal Republic, where 
the surplus of nearly $700 million of 1970 was reduced to 
only $160 million in 1971, and was falling through the 
year (to a deficit in the second half). While the trade 
balance remained in surplus, net travel expenditure and 
emigrants’ remittances both increased greatly (a counter- 
part of the improvement in the current balance of the 
major countries of southern Europe). In France, there 
was a small increase in the current deficit; although the 
trade balance improved there was again a substantial 
worsening on invisible account (mainly transfers). The 
increased deficits of Finland (by nearly $100 million) and 
Norway (by nearly $200 million) were both due to 
worsening on trade account only partly offset by improve- 
ments in invisible items. 


In most industrial west European countries in 1971 
there was an increase in excess demand, in the sense of a 
greater rise in money expenditure than in volume of out- 
put. Although the “expansionary impulse” (the term used 
in table 2.4 to describe an increase in national expenditure 
at current prices in excess of the previous year’s gross 
national product) slowed down in most countries in 1971, 
the growth of output volume, partly because of restrictive 
policies, slowed down still more. The high levels of the 
expansionary impulse—by comparison with the 1960s— 
is another measure of the more intense inflationary pres- 
sures which have appeared nearly everywhere in the past 
two years. Largely because the excess demand was 
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с 


/ in 1970 and 1971; 


TABLE 2.3 


Current accounta and changes in official monetary reserves in 


selected countries of western Europe and the United States 


total official monetary reserves at the end of 1970 


(Т in million current dollars 11 in million SDRs) 


Source: IMF, International Financial Statistics, February 1972; national 
statistics and secretariat estimates. 


® Balance-of-payments data; goods, services, private and government transfers. 
Estimates in national currencies were converted into dollars at the official parity 
up to May 1971 and at the spot rate since. 


b January-November. с Excluding Iceland and Malta. 


general (and because of the intensity of trade between 
these countries), the inflationary pressure was diverted to 
a great extent into rising deficits on the balance of 
payments only in Austria, Norway and to a smaller 
extent in Belgium and the United States. For the most 
part, the pressure of demand was reflected in prices, 
which everywhere rose much faster than the average of 
the 1960s. (It should be observed that in table 2.4, the 
data on the balance of payments exclude transfers; thus, 
the worsening of the current balance of the Federal 
Republic of Germany, for example, which is largely 
reflected in migrants’ remittances, is not here ascribed to 
excess demand.) 


Compared with the average current balances in the 
1960s only three countries showed in 1971 a significantly 
less favourable position: Finland, the Netherlands and 
Norway; the worsening in these countries was of the 
order of one per cent of GNP. In four others—Belgium, 
Sweden, Switzerland and the United Kingdom—the 
current balance was better than in the 1960s to the extent 
of around 1 per cent or more of GNP (2 per cent in the 


United Kingdom). 


ыы. 1971 
Country or area oe Total official 
ae a ee, oa Change in reserves ONE) 
=. nn ee the end of 1970 
ee Ot @t @t (at (tt (Ot ©) 
Аба ее... =o 221 1 758 —87 399 584 185 
Belgium-Luxembourg ..... . 748 459 2 847 874 352 626 274 
Denmark . . Rep ee ss —540 38 484 —451 180 237 57 
Federal Republic of Germany 666 6 481 13 610 160 3 579 5 052 1 473 
О aur cate ce Selle м —239 121 480 —344 178 234 56 
а © по о —152 227 4 960 —400 2 534» 2 534» — 
О в —149 6 697 —196 220 299 79 
ПЕ Е се о, 5. В 761 307 5 352 1879 899 1435 536 
НН о ооо —474 705 3 234 —215 263 563 300 
а Ere en и ст Хх № —180 101 811 —367 252 343 91 
Sweden = Le Se a ee —304 65 761 154 261 349 88 
Switzerland о а 70 707 5132 98 1 284 1 834 550 
Wintted Kingdom’ :....... 1 466 300 2 827 2 318 3 225 3 755 530 
О Г. т 1665 10 638 42 953 3 423 13 626 17 845 4 219 
ча ЖЕ —20 32 208 —25* 54 76 22 
ео oS we eS —410 57 310 —357 173 214 41 
Portugal oe SRL oF ce oe 134 60 1 504 205* 296 450 154 
а о о ee 77 535 1817 750 aaa 1 434 PAT 
WY ie SA er —171 186 431 —75 281 342 61 
УБЕ Gas —340 —113 140 —315 22 36 14 
Tole SUS ay eae ee —730 693 4410 183 2 003 2.552, 549 
Total western Europe ...... 935¢ 551 47 417 3 606 15 629 20 397 4 768 
ЕС Бои 444 —2 477 14 487 —2 774 —2 339 —1 298 1041 


а Col. (5): expressing end-1971 reserves in “SDRs’’ (following the convention 
used in Jnternational Financial Statistics, table on International Liquidity, the data 
given in SDRs are the data in column 6 multiplied by 1.0857, the ratio of the end- 
1971 US dollar gold price to its previous value). Col. (6): expressing end-1971 
reserves in dollars; national currencies converted at parities and central rates agreed 
on 18 December 1971, gold being valued at $38 per ounce. 


Developments in the United States 


In the United States, the stronger expansionary impulse 
in 1971 was associated with a higher volume of output 
(against the small decline in 1970), a slightly lower rate 
of increase of prices but a substantial deterioration of the 
country’s current account (table 2.4). A large swing was 
recorded from a small surplus in 1970 to a substantial 
deficit in 1971. The improvement of the United States 
current account in 1970 was a short-lived reversal of the 
trend since 1965, accompanying the inflationary pressures 
that developed in that period. Unit labour cost in manu- 
facturing and the unit value of exports of manufactured 
goods increased between 1964 and 1969 considerably 
faster in the United States than in the major foreign indus- 
trial countries.” 

The United States current surplus declined from 
$3.3 billion a year in 1960-1964 to $1.6 billion in 1965- 


>» The comparison relates to the weighted average for Belgium, 
Canada, France, the Federal Republic of Germany, Italy, Japan, 
Netherlands, Sweden and the United Kingdom. See Economic 
Report of the President, Washington, January 1972. 


20 Western Europe 
ha a see ce eee ee ee 


TABLE 2.4 
The expansionary impulse and its absorption in selected industrial countries of western Europe and 
the United States, expressed as percentages of GNP in the previous year 
(Annual averages 1960-1970, 1970 and 1971) 
ee бе а ны рб к Ее 


Excess demand 
р Expansionary ners ph i. я Hie 
Country and period impulse и Total и р 
(1) (2) (3) (4) (5) 

Austria 
1960-19708 ....... 9.0 4.7 4.3 3.9 —0.4 
(970M eae. cee a, 11.8 7.1 4.7 4.9 0.3 
197 tee eee: в 12.1 5.5 6.6 5.9 —0.7 
Belgium 
1960-19702 Bens, He ee Val 5.0 2.7 323. 0.6 
1970 weeks settee hc Sys. И 8.1 6.1 2.1 5:5 3.4 
О еж. Toll 4.2 3.5 5.8 2.3 
Denmark 
1900219702 ee 12.6 5.3 7.4 5.5 —1.9 
У acre: iy eae ces 13.7 3.0 10.8 hs —3.5 
LOTT ers Ur Cee mes 11.6 3.6 8.0 6.3 --1.7 
Federal Republic of Germany 
1960-19708 ....... 6.7 4.9 1.8 3a7 1.9 
т. os 11.3 555] 5.8 en 1.9 
(HAI а о па 9.2 2.8 6.5 8.0 т 
Finland 
19G0=1970." и. DED 5.6 6.6 5-2 —1.4 
о в В 13.9 7.8 6.1 5.) —2.6 
ас о ее 12.1 1.4 10.7 8.0 —2.7 
France 
1960-1970". Fars ee 9.7 5.9 3.8 4.6 0.8 
1970 о А ee 11.6 5.9 5.7 6.1 0.4 
а а AMIE), scare 10.5 Bis) ee 5.8 0.6 
Italy 
1960-1970: . kw ce ws 9.0 5:7 Bie) 4.5 12 
О о ere See ie ete: 11.1 4.9 6.2 6.9 0.7 
OARS Seu ae eet Series 6.4 1.4 5.0 6.7 Lod, 
Netherlands 
1960... 9.9 555) 4.3 4.8 0.5 
ISTO eee! Sea 11.8 6.0 5.8 4.5 —1.4 
и Be 12.6 4.0 8.6 8.2 —0.4 
Norway 
1960—1970... 11.3 4.9 6.5 4.5 —1.9 
Е cas tee ie ae eS 3:7 13.8 121 —1.8 
OTA О ot wee Naren eae 14.6 5.0 9.6 all —2.5 
Sweden 
1960—1970... 9.0 4.4 4.6 4.5 —0.1 
A in a5 alt т cull neta РА 11.9 4.6 7.2 6.4 —0.8 
р 6.5 0.4 6.2 Teil 0.9 
Switzerland 
ЮУ ооо 7.8 4.7 3.1 4.5 1.4 
97 Ро За ee had) 4.6 3.0 5.2 Ру) 
и MAT eA! ils 4.3 6.8 8.9 2.1 
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эй TABLE 2.4 (continued) 


р The expansionary impulse and its absorption in selected industrial countries of western Europe and 
the United States, expressed as percentages of GNP in the previous year 


(Annual averages 1960-1970, 1970 and 1971 ) 
ее 


Expansionary 


Increase in the 


Excess demand 


Country and period : 
impulse eee Total Increase > Current 
in prices account 
(1) (2) (3) (4) (5) 

United Kingdom 
1960-19702 ~ Е. 5.6 2 2.8 4.2 1.4 
О, ео 6.8 2.0 4.8 7.6 2.8 
LO ees ee Te ede UP 1.6 5.6 9.1 3.5 
United States 
1960=1970 see ee 5.8 3.9 1.9 all 0.8 
о о 4.4 —0.7 Sl 555) 0.4 
1S им 7.6 27 4.9 4.6 —0.3 


Source: United Nations and OECD National Accounts Yearbooks and national accounts questionnaires; national statistics and sec- 


retariat estimates. 


Note.— Column 1. Expansionary impulse equals national expenditure of the current year at current market prices minus gross national 
product of the previous year at current market prices. Column 3. Excess demand equals expansionary impulse minus increase in the volume 
of production, equivalent to increase in prices plus current account deficit. Column 4. Current account equals exports of goods and services 
minus imports of goods and services plus net factor income from abroad. 


в 1961-1970. 


1969, and $0.4 billion in 1970, and moved into a deficit 
of over $2 billion in 1971. The main reason was the 
gradual worsening of the United States current balance 
with western Europe, Canada and Japan; meanwhile the 
balance improved gradually with Australia, New Zea- 
land, South Africa and the less developed countries 
(table 2.5). 


The deterioration of the current account was accom- 
panied by a gradual increase of the net outflow of United 
States long-term capital, mainly private, from $4.5 bil- 
Поп a year in 1960-1964, to $6.4 billion in 1965-1969 and 
$7.4 billion in 1970 and a still larger outflow in 1971. All 
main regions shared in this increase, except Japan to 
which the outflow was small in 1965-1969 and 1970, and 
Canada to which the outflow was reduced in 1971. The 
considerable increase of the outflow in 1971 was mainly 
to the less developed countries and, to a lesser extent, to 
Japan, Australia, New Zealand and South Africa. In 
1971, west European direct investment in the United 
States fell off and there was also a turnround in the flows 
reported by United States banks and an increase in the 
United States direct investment abroad. 


As a result, a substantial increase of the transfer gap— 
the excess of the flow of long-term financial resources over 
the net transfer of real resources to the rest of the world— 
was recorded in the course of the decade. This increased 
from an annual average of $1.2 billion in 1960-1964 to 
one of $4.8 billion in 1965-1969 and $6.9 billion in 1970; 
it grew to $10.7 billion in 1971. All major regions shared 
in this deterioration except eastern Europe, and the group 
Australia, New Zealand and South Africa (with which 
the United States balance on current and long-term 


capital account remained in surplus throughout the 
period). Particularly significant was the widening of the 
transfer gap with western Europe and also, to a lesser 
extent, Japan and the developing countries. 


It was against this background that the massive out- 
flow of short-term capital from the United States took 
place in the course of 1971. One major reason was the 
anticipation of parity changes between the major indus- 
trial countries. The second was the interest rate differen- 
tials between the United States and the major financial 
centres of western Europe. Although interest rates 
declined in both areas during 1971, the decline was much 
smaller in western Europe where policy was still more 
restrictive. The relative ease of monetary conditions in 
the United States led in 1971 to a further reduction of 
liabilities of United States banks to their foreign 
branches—a decline of $6.8 million. 


The United States deficit was $29.8 billion in 1971 on 
the official settlement basis, compared with $9.8 billion 
in 1970; the net liquidity deficit was $22 billion in 1971 
compared with $3.8 billion in 1970. The major part was 
financed by an unprecedented accumulation of dollar 
liabilities in foreign central banks. In the first ten months 
of 1971, United States external liquid liabilities to central 
banks and governments (mainly central banks in western 
Europe and Japan) increased by $23 billion to $43 bil- 
lion at the end of October. 


The realignment of exchange rates 


Under the pressure of this massive flow of short-term 
funds from the United States, the parity structure of the 


Western Europe 


22 


806 Т £9L 68 — 

0 0 6 

199— 66I— LET 

(Ms © 16 

168 SIS T C6 

656— 6005— 79S— 

© —- LS con 

875— COVI— g8ssI— 

€LE— 60h I— 19S I— 

LII— 8I%7—- Z6I— 

088 1 9L9T— 9OLT 

98S— 96S— 666 

epeurs 
16Т -OLOT eet 
чрэд 


"рэзезоДеии pue suonezursio Jeuoneuzoqur SuIpnyouy а 


3) Т 


7961 
—0961 


а8ра2ар jonuup 


*ssau, 


CSS = 


ISN Juasdny fo daaing ‘золэциноо) JO juswIedsq 591219 


“SUS Jo зиоцезоце surpnyjouy y 
5506 5846 P8E1 ZEOT 196 (88—  519— — ZI E— СТб 781, 055 


e SUOISSILUO PUP SIOLIO JONI (2) 


Рэй -aounog 


a 


ve CSP 197 Lc a It С 0 =: 611 и Е `` рюо щи fo 
САЙТЕ Ol= 05— SLE = IT С 0 = 611 И is * * 59419391 [BIOWO (р) 
б76— 957— SEZ— 66z7— SU Gis (= a ee tL = Vos) $3 6Lb— И Miiis}-20175" (0) 
Olc— 096— 6Lr ТСР 955 ЕВГ 9¢ РТ [08 07 8€€t 05 ILC wr ` SIQUSIOIOJ 
0$ зэвиаеН pinbiy $п (а) 
$05—  №5— 019 ТТ о Ч УР cl Ве 8€C— 971 lS `` * W9}-SUOj иаюлон (в) 
‘dvs чодирил fo Suiauouny 
$78 <— SILZ— 8bZ7— EcoI— | vol 808 LYS £62 88LE— 1[091— 9901— Ут (des say 
ие =) soureg ‘и +. = Ш 
866 I— 008 1— 978 1— z@zsI—| Iz— ie = УТ 82 (ie) ve oi JUSUTUIOAOS $9715 pour) (9) 
WLC— €08I— СТ sez— OS Gee 1<6—  O0¢@— 62I-— ОИ SC) 6 — 500 — ° oyealid $51215 рэний (в) 
ОБР — COVE— ЗЕСЕ— Letz— | Lop— Lic— [0€—- УИ До Eo Е | ети * тенаео 
W49}-3U0] JO MOLINO 1эМ Tl 
VoL I— cshi— 08 1— 685— | ze 051 IL Ge 1 89S— sy9—= бр es¢— “SuoHoesuesy Are] 
IL9 Lest Ise 8601 cSS 9Sh 857 667 VICE OVEN (efi ice soured эрелт, 
“Yoyo Jo 
9681 88hI 066 co ey $80Т 88 [07 ЗЕ рог 160.1 —5/6 `` souryeq чмо *y 
зоуу 4310$ 
а5эапоо Zuldojasoq “рие[еэя мэм “elyensny ueder 
OSE erti— —-6¢= cy— el¢8— 9/97— 80S7— 691— | 6ST OI— gez— 5$0Т— 970 I— | eSUOrSstUIO рие $10119 JN (2) 
а =: = 7 S6L S0¢ 855 $18 998 L8L CCL L08 a PIOD -ya1ym fo 
= = = — OLT I 1585 0 Lick, 8VET С 6 996 SoA1OSor [BIO (р) 
8— (т [he Vie 8151— 506 05 SEG= 819 € £0€ [УТ РД I= и1193-}104$ (2) 
Cae 8 8 т $070 £€£6 98Т 658 cledc  ШЕГ 059С $581 ` злэи8 Тото} 
03 зэвтаен pinby gn (а) 
(Ga 0 0 0 816 1 909¢ COC ey ИСТ 9$ OPE 789 р W9}-SUO] ивтэло (р) 
2408 safsuvs} fo SUIDUDULT 
ЭТ ЭЕТ 8С SV c96E— SPplZ— O”SI— $581— 769 ОТ 0569— 678 т— I8I I— ее (des 15} 
-5481} =) souRjeg ‘И + Г = Ш 
5 9 07 OS cl cOc Ч 78 [781— $65 1— €007— 260 1— | заэшалело8 $23815 рэичп (а) 
r= a 0 t= SSEC— 6¢27— COLI— LLET—| 109—181 6— SOV v= 8565 " эзелыа $815 рэний (в) 
т 9 0c И 750<— LEOT— Z6ZI— 0601—| 0561— +51 С9— OCS 7 ` [eyides 
W1I9}-3U0] JO мошпо эм “IT 
View i ee Se ТВ — Sit wse— ПГ | veg < ШеБ-= 66 С—= Ис suonoesuen Алеши 
СЗТ OST ЕС SIT O18 6682 0651 6585 648 © ОМС 087% 556 эочеГеа эрел1, 
“Ya1yM fo 
cor ОТ 8 сот VEGt—= SII— = L156 7/1 <— У 5961 GLE 177” gouryeq мно 1 
эаолаЕ ulojseq эаолая 91935эА, [2193 РНом 
ито ВИ ды | ит от 9 Я | цы вы 89 8 
“Вх 9304040 1рпиир вах 2804240 Jonuup 40a X asD4aaD Jonuup 


(5чеор мог) 


5101891 шеи Aq sjyuomAed JO ээб[е4 53} ролап 


SZ ЯТЯУТ, 


Foreign trade and payments 23 


currencies of the major industrial countries underwent 
significant changes in three stages: 


‘(a) In early May, with the first massive wave of short- 
term dollar flows, the Federal Republic of Germany and 
the Netherlands (9 May) allowed their currencies to 
float temporarily; this was followed by their appreciation 
on the foreign exchange markets. Austria revalued its 
currency by 5.05 per cent on 9 May and Switzerland by 
7.07 per cent on the next day. Belgium took measures to 
prevent the accumulation of convertible balances by non- 
residents and introduced new regulations aiming at a 
complete separation of the foreign exchange markets for 
commercial and capital transactions. 


(6) On 15 August, following a new wave of dollar 
flows, President Nixon announced a series of measures 
including the temporary suspension of the convertibility 
of the dollar into gold or other international reserve 
assets for foreign monetary authorities, the imposition 
of a temporary surcharge raising the tariff rates on 
dutiable imports by 10 per cent, and a 10 per cent reduc- 
tion in foreign economic aid. Following this announce- 
ment a number of foreign exchange markets were closed 
for about a week. On 23 August most markets reopened 
and several industrial countries in western Europe 
announced their decision not to maintain the buying rate 
for the United States dollar within the established 
margins. These included: Austria,°° Belgium-Luxem- 
bourg, Denmark, Finland, Italy, Norway, Sweden and 
the United Kingdom. (Belgiuin-Luxembourg announced, 
however, that quotations for the Dutch guilder are to be 
maintained within 1.5 per cent either side of the cross 
parity.) A dual foreign exchange market was introduced 
in France and rates on the financial market as distinct 
from the commercial market were allowed to float. The 
floatation of the Deutsche Mark and the Dutch guilder 
was continued while Ireland announced its decision to 
maintain the established parity of the Irish pound with 
sterling. On 27 August it was announced that from the 
next day the Japanese yen would be allowed to float 
outside established margins. On 1 September the Por- 
tuguese escudo was also allowed to float. 


(c) On 18 December following a meeting of the Group 
of Ten at the Smithsonian Institute in Washington, an 
agreement was reached on a set of measures designed 
to restore stability in the international monetary system, 
pending agreement on longer-term monetary reforms. 
The agreement provided for (i) a new pattern of exchange 
rates between major currencies, (ii) the possibility of 
widening the margins of fluctuation from 1 per cent 
provided by the IMF Articles of Agreement to 2.25 per 
cent on each side of the new exchange rates (ili), а pro- 
posal by the United States Government to Congress to 
devalue the dollar in terms of gold from $35 to $38 per 
ounce, i.e. a devaluation of the dollar by 7.89 per cent and 
(iv) the immediate suppression by the United States ol 
the 10 per cent import surcharge imposed in August. 
All countries of western Europe, except Iceland, decided 
to apply the wider margins of fluctuation. Five countries 


30 The foreign exchange market was re-opened on 24 August. 


—the United Kingdom, France, Spain, Ireland and 
Cyprus—maintained their par values unchanged; this 
represented an appreciation of 8.57 per cent in terms of 
the United States dollar. Yugoslavia established a new 
par value which became effective on 21 December. All 
other countries of western Europe and Japan established 
“central rates’, i.e. stable rates as the basis for exchange 
transactions. As a result the exchange rates of this group 
of countries (except Greece and Iceland) appreciated 
against the dollar in the course of 1971. The most impor- 
tant percentage increases of exchange rates between the 
beginning and end of 1971 were those of the Japanese 
yen (16.88), the Swiss franc (13.88),32 the Deutsche Mark 
(13.58), the Austrian schilling (11.59),32 the Dutch guilder 
(11.57), the Belgian franc (11.57), the Swedish krona 
(7.49) and the Italian lira (7.48).33 


Capital movements and changes in official reserves 
in western Europe 


The counterpart of the marked increase in the net 
outflow of capital from the United States was, princi- 
pally, the increase in the net inflow into western Europe. 
All major countries—Italy, the Federal Republic of 
Germany, France and the United Kingdom—recorded a 
net inflow of “long-term” private capital in 1971. The 
most important was that into the Federal Republic of 
Germany, following a net outflow in the previous year; 
it represented a swing of about $2.7 billion. It was mainly 
accounted for by portfolio investment, credits and to a 
less extent by a marked rise of foreign direct investment 
in the Federal Republic of Germany. In Norway and the 
Netherlands there was an increase in the net inflow of 
long-term capital, while in Belgium-Luxembourg there 
was a marked decline in the net outflow of private capital. 
In Austria the long-term capital account and in Sweden 
the global balance of recorded capital movements, swung 
from a net inflow to a net outflow. 


Far more significant was the net inflow of short-term 
dollars into western Europe, reflected in a substantial rise 
of official monetary reserves which increased by $20.4 bil- 
lion (or 15.6 billion “SDRs”, the difference being accounted 
for by the impact of the parity realignments on official 
monetary reserves), compared with $11.3 billion in 1970 
(table 2.3).°* The most important increase was in the 
Federal Republic of Germany ($5.1 billion or 3.6 billion 
SDRs) although this was somewhat smaller than the 
exceptionally large increase in 1970. It was followed by 


31 The new parity is 17 dinars per United States dollar, a devalua- 
tion of 11.76 per cent over the previous parity of 15 dinars per 
United States dollar established on 23 January 1971. Until then 
the parity was 12.50 dinars per United States dollar. 

32 [Including the changes in par values in May 1971. 

38 The percentage appreciation of the remaining west European 
currencies against the dollar in the course of 1971 was as follows: 
Denmark (7.45), Finland (2.44), Luxembourg (11.57), Malta (11.29), 
Portugal (5.50) and Turkey (7.14). See IMF, Press Release No. 874, 
30 December 1971. 

34 The table (and also table 2.6 for other regions) shows in the 
last column the difference between reserve changes measured in 
current dollars and in terms of SDRs (i.e. pre-devaluation 
dollars). 
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the United Kingdom, France, Switzerland, Spain and 
Italy. In the United Kingdom the official monetary 
reserves more than doubled in 1971. 

All other main regions except the United States 
recorded an increase in official monetary reserves in 1971. 
The most significant increase was that of Japan, which 
amounted to $10.5 billion (9.3 billion SDRs) in 1971. 


Western Europe 


Of the $2.7 billion rise in the reserves of developing 
countries (January-September 1971), about $2 billion was 
in the oil-producing countries ($1 billion in the Libyan 
Arab Republic alone). As a result the increase of inter- 
national liquidity in 1971 exceeded $34 billion (27 billion 
SDRs) in 1971 compared with $14.3 billion in 1970, and 
was by far the largest post-war increase (table 2.6). 


TABLE 2.6 


Official monetary reserves by main region 


ae ee ee 


Position at end 


Changes in 


Changes in 1971 


1969 ($ million) 1970 ($ million) In million In million Difference 
SDRs% dollars® (4)—(3) 
(1) (2) (3) (4) (5) 
United Kingdom 
"Гос. Me ee ak oS 2521 300 3 225 3755 530 
of which: 
Gold Aare ae che eg ast Ohta о 1 471 —122 —5714 —5714 -- 
oreigmiexchange ое 1056 156 2 472 2 4724 — 
Fundinreserve positions =) 4) 1 ns el — = — = — 
ОР В omy ne eee ee ers 266 325 376 51 
Other western Europe 
(LOCA Sekt Sacre Rs Meno. О Seas 33 547 11 053 12 404» 16 648» 4 244 
of which: 
Gold ee ие. 19 577 —432 485 466 1 681 
Roreigniexchange ве се. 11 704 9 919 9 6275 12 030° 2403 
Bundireserve роз ол В. В. te 2 266 497 967 1 286 319 
SDRs) Wenn al cee Baden ss TS ees — 1069 #358 1 560 207 
United States 
Ota eins По о ohne: 16 964 —2 477 —2 338 —1 297 1 041 
of which: 
Gold See RNAs, ин Sue SC MAS aos 11 859 —787 —866 7 875 
ТЕ Е соо овоовоов 2 781 —2 152 —371 —349 22 
Вида тезетуе роз - se) deren: 2324 —389 —1 350 —1 300 50 
О ею — 851 249 343 94 
Canada and Japan 
Dota (ot ate tos cop sites) es a ae bee aae 6 760 2 759 9 878 11 539 1 661 
of which: 
Gold OF ce SA Soar) aos и 1 285 38 148 274 126 
oreipniexchangemyan- tiie inrene ieee 4 370 1855 10 223 11 632 1409 
Вуда тезегуе position’ ее 1 105 538 —820 —750 70 
В: ee ee ee me eae — 328 397 383 56 
Australia, New Zealand and South Africa 
TE Ota larga ee ee Е eee: 772 58 1 155¢ 1 472¢ 317 
of which: 
Gold ee a aan eee can 1 379 —473 —236 —179 57 
ISON CIN § 6 6 5 Gg 6 6 6 auc 980 446 1 399¢ 1 623°¢ 224 
Bundireserveiposition| serena ie 413 —45 —69 ayy “95 
SDR on apa eon coe cae = 130 62 79 17 
All developed countries 
о enero gen woe а 
ota о 62 570 11 693 24 324 32 117 7 793 
of which: 
Goldo whos. и. 35 571 1 776 
НО ran ет. = —1 040 
воле ехспапре на в 20 891 10 224 23 350 i. ah; es 
Fund reserve position .........., 6 108 601 1 272 я 4058 
SDRe te aie a se 
tude — 2 644 2316 2 741 425 
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TABLE 2.6 (continued) 


Official monetary reserves by main region 


ee ee ee ee ee ee ee ee ee ee 
Changes in 1971 


Position at end Changes in 
1969 ($ million) 1970 ($ million) In million In million Difference 
SDRs* dollars® (4)—(3) 
2 : (1) (2) (3) (4) (5) 
Developing countries 
ео ie ee er 15 383 2 616 27138 2 7138 — 
of which: 
К сиб» ОАО 3 440 —165 == —% acre 
Е mane ee 11 328 1 934 2 2098 2 2094 — 
Вип тезегуе Роз л В a 6 6 6 6 6 5 8 c 615 369 —76 2 78 
И Бои eae ee es: os — 478 433 512 79 
Source: IMF, International Financial Statistics, February 1972. с Data for New Zealand relate to January-November 1971. 
® January-September 1971. 4 As in column (5) of table 2.3. 


> Data for France relate to January-November 1971. e As in column (6) of table 2.3. 


3. PRICES AND LABOUR COSTS 


(i) Price developments in 1971 35 


Taking the annual change on 1970, there was no 
slowing down of the rate of price rise in western Europe 
in 1971. The unweighted average increase in GNP prices* 
for 13 European countries was 7.2 per cent compared with 
6.4 per cent in 1970—the Federal Republic of Germany, 
Sweden, Switzerland and the United Kingdom experi- 
enced in 1971 their sharpest rates of increase since the 
Korean War while the Netherlands equalled the previous 
record increase of 1964. Even for the five countries where 
the rate of inflation fell, the fall was either marginal 
(France) or was from previously very high to still above 
average rates (Ireland and Norway, for example). Nor 
was there any reduction in the widespread nature of the 
current inflation: in general there were smaller individual 
deviations from a higher mean rate of inflation.®’ The 
range of country rates in 1971 lay between 5.2 per cent 
(France) and 9.5 per cent (Ireland) compared with 3.4 
per cent (Finland) and 11.4 per cent (Norway) in 1970. 


Implicit price deflator of GNP (at market prices) 
(Annual percentage change) 


1969 1970 1971 
ЕЕ ое oh Beast oc 3.6 4.6 5) 
ЩЕ 5 6 обьоох 3.9 Sal 5.8 
IDenindvkeey ss ss 6 ооо зе Ae es 6.3 
Federal Republic of Germany . . . 3.5 Ted 7.8 
Binlands 5 бо поро 3.5 3.4 8.0 
Ja) 5 6 к 7.9 5.6 5.2 
Ireland ses 8 о ое 7.8 9.8 9.5 
а ee Ss 4.1 6.6 6.6 
Е, + o 2 co 6 6 0 eo йе 5.7 4.6 8.0 
Мова ane 3.6 11.4 7.0 
И ate es rt а 3.4 6.1 al 
Switzerland. . . 2.9 5.0 8.5 
United Kingdom Sal Th? 9.1 
Wroited(Statesmeme eae eine 4.8 9.5 4.6 


Source: Replies to United Nations Questionnaires on National Accounts; OECD, 
National Accounts of OECD Countries; national statistics. 


Consumer prices (table 3.1) also tended to rise at a 
faster rate in 1971 than in 1970, the unweighted average 
for 13 countries rising from 5.5 per cent to 6.4 per cent. 
As with the GNP deflators there was less variance between 
countries in 1971 than in 1970.38 The rate of increase 
ranged between 4.3 per cent in Belgium and 9.4 per cent 
in the United Kingdom. 


35 A longer-term assessment, from 1954 to 1970, was made in 
last year’s SURVEY, part П, chap. 1, sect. 3. 

36 Тре over-all deflator for GNP as given in national accounts. 

37 The coefficient of variation (about the unweighted average 
for 13 countries) fell from 35 per cent in 1970 to 18 per cent in 1971. 

38 The coefficient of variation fell from 38 to 24 per cent. 
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Of the nine countries where the rate of increase of con- 
sumer prices accelerated in 1971, seven (including the 
Federal Republic of Germany and the United Kingdom) 
experienced their highest annual rise since the Korean 
War. In Italy the rate of increase was about the same as 
in 1970, while it fell in Denmark, Norway (which had the 
largest increase in 1970) and, marginally, in France. The 
quarterly price series gives no clear indication that the 
rate of increase was slackening, except in the United King- 
dom and Norway. In the United Kingdom the decelera- 
tion in the last quarter was marked and, on a monthly 
basis, has been continuing steadily, albeit slowly, from~ 
September 1971 up to January 1972. Only in Norway did 
the increase in consumer prices decelerate in each succes- 
sive quarter of 1971.39 In the United States and in con- 
trast to European experience, the increase in consumer 
prices has fallen every quarter from the beginning of 1970 
to the end of 1971, when the annua! rate of increase at 
3.5 per cent, was slower than in any of the European 
countries shown in table 3.1. 


Data on the relative price changes for the major com- 
ponents of the consumer price index are not complete. 
It appears that food prices have not contributed dispro- 
portionately to the over-all rise in consumer prices. Food 
prices rose faster than all consumer prices in 1971 in 
Norway, Sweden and France, and at the same pace in the 
United Kingdom. In Norway and France the difference 
was one percentage point or less, while in Sweden it was 
just over one and a half points. In the Federal Republic 
of Germany, Italy and the Netherlands the rise in food 
prices lagged significantly behind the over-all increase. 
In the Federal Republic of Germany, food prices con- 
tributed some 27 per cent of the total rise in consumer 
prices, but this compares with a (1963) weight for food of 
36 per cent in the over-all index. In Italy the food contri- 
bution was 35 per cent compared with a weight of 45 per 
cent and in the Netherlands it was 20 per cent compared 
with a weight of 37 per cent. Food prices also lagged 
behind the consumer price index in Austria, Finland and 
Treland .*° 


_ 39 The discussion here is based on comparing the change in a 
given quarter with that for the corresponding period in the previous 
year. Taking quarter to quarter changes do not alter the main 
conclusion that there was no widespread evidence of a significant 
deceleration in the growth of consumer prices in 1971. The quarter 
to quarter changes carry the disadvantage that they may be affected 
by seasonal variations; and in general they show rather more fluctu- 
ation than the series used above. 

40 Based on data in OECD, Main Economic Indicators, February 
1972. Incomplete data for 1971 for Belgium, France, the Federal 
Republic of Germany, Ireland and Norway suggest that prices 
received by farmers have risen much less than the rise in food 
prices. FAO, Monthly Bulletin of Agricultural Economics and 
Statistics, vol. 20, November 1971, table 19. 
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TABLE 3.1 


Quarterly and annual changes in consumer and producer prices, 1969-1971 


Austria 


A) ie oy ke Gey Fa RP eit ce eke le) а 


£20 Qt ML alt) nel Па eal Ties Пао 


Switzerland 


Ja) ое и 
В 


United Kingdom 


United States 


marae I Rhee SA die ta wi 
B . 


Sources; National statistics and OECD 


(Percentage change over corresponding period of previous year ) 


A = Consumer prices 
B = Producer prices (industrial goods) 


‚ Main Economic Indicators. 


а Home market goods. 


> Provisional. 


1970 1971 

1969 1970 
I II Ш Iv il II ш Ive 
3.0 с = AO 4.4 ED С Kr ry 
23 4.3 rg me Acs 3 Boe 6 О а 0.0 
3.8 43 Ad 3.0 9 338 3.9 ЗУ ВБИ 155 
3.0 64 60 6,8 5.8 6.3 1.4 1.2 ТО 1036 
4.2 54 58 И 6.5 ОЗ 53 eae 5.6 
4.0 Se ee Re 6.0 О 66 А О 
2.7 a8 39 40 3.8 Е 4:0 wens 5 5.9 
op 6.1 64 6.1 5.1 5.9 hike ee 7h ey 
р 27 о о 2:7 3. ок 8.3 
3.0 Е АИ 3 т 52 6.7 
6.4 5.7 560 :5.6 5.5 AQ) 52415.55 215.9 
10.7 4 107 5.8 1.5 7.6 0.4 О 0 Ат 
7.4 5.9 84 84 1100 | 82 10.0 85 88 86 
8.4 6.8 6.1 5.9 9 "4.6 5.9 59 958 57 6,4 
2.6 4.8 5.1 47 4.9 50. AS 48 48 
ae 16.1 14.1 89. 6.0 | 143 2.0 Te 18 1.9 
7.5 3.5 3.4 54 "56| 45 Ce Пн СЕ 
ом 4.3 до “479 14646 44 45 ce ee 
3.1 9.1 97. 11 123 | 105 hoe = | 5 
4 10.3 9.1 5 2.6 бо -0 ——06 60. 06 
27 5.8 6.8 7.3 7.8 6.9 So 66. 7:0. 73 
3.8 8.0 8.5 qa а я о 
2.5 2.4 3.0 4.0 3 a7 62 69 6.6 6.5 
3.0 5.0 р 4.0: = 195 4.2 ра 2.3 р 2.3 
5.4 5.1 5.8 6.9 т 6.4 So Ore © 10.1 9.2 
3.9 5.1 6.2 7.0 8.0 6.6 8.3 8.3 Bo 865 
5.5 6.3 6.0 5 5.7 6.0 49 44 43 3.5 
3.6 4.8 3.5 30 2.6 3.5 2.6 34 Bul р 
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For five countries for which the necessary data are 
available (France, the Federal Republic of Germany, 
Italy, the Netherlands and the United Kingdom), the 
contribution of services (excluding rent) to the over-all 
rise in consumer prices was much greater than their weight 
in their respective national indexes.*! In the United King- 
dom and France this contrasts sharply with the contri- 
bution of “goods” which was significantly lower than 
their weight in the index. In several countries, too, rents 
have been rising for many years faster than over-all con- 
sumer prices. 


An unusual feature of price movements last year was 
the abrupt rise in producers’ prices of industrial goods, 
both in relation to past trends and in relation to con- 
sumer prices.42 In 1970 the unweighted average rise in 
producer prices in 13 European countries was 6.2 per 
cent (4.1 per cent in 1969) and in each country except 
Norway and Ireland producer prices rose faster than 
consumer prices. This pattern changed sharply in 1971: 
the deceleration in producer prices was sharp (to an 
average rise of 3.5 per cent) and only in Austria did they 
rise faster than consumer prices (table 3.1). 


Another feature of price changes in 1970 which was 
much less prominent in 1971 was the sharp and generally 
record acceleration in import and export unit values (see 
section 2) and a widespread tendency for trade prices to 
rise faster than domestic prices. In 1971 the average rise 


41 The actual contribution to the rise in consumer prices ranged 
between 22 per cent more than their weight in the Federal Republic 
of Germany and more than 50 per cent in the United Kingdom. 


42 See Economic Survey of Europe in 1970, part П, р. 35. 


in import unit values (13 countries) was 4.8 per cent 
(6.3 per cent in 1970) and in export unit values 4.4 per 
cent (6.5 per cent in 1970). In general the rise in export 
and import unit values was less than that for consumer 
prices but there was still a strong tendency for import 
unit values to rise faster than producer prices (this is true 
of eight of the 13 European countries in table 3.1). 


It is tempting to interpret the fall in the rate of increase 
of producer prices as the harbinger of a lower over-all rate 
of price increase in 1972 but this should probably be 
avoided for at least two reasons. First the implied lagged 
response of consumer prices to producer prices is not a 
simple one (no obvious pattern emerges from the quar- 
terly data for 1970 and 1971 for example) and moreover 
it is not unidirectional. Secondly it has generally been the 
case that price control policies in the past year have acted 
most directly on manufactured goods. Many items in the 
consumer price index (such as rents and eating out) are 
often excluded from such price freezes or are only partly 
affected (such as food). To the extent that such policies 
may have only delayed price increases and since many of 
the existing policies have recently ended or are scheduled 
to end in early 1972 (United Kingdom and Sweden for 
example), the pressures for a faster rate of increase in 
producer prices in 1972 (compared with 1971) may be 
quite strong. It should also be remembered that policies 
directed at controlling price increases have generally been 
more prevalent than those directed at wages. The crucial 
question for a view of price developments in 1972 is 
therefore the extent to which largely these pressures are 
likely to be absorbed by higher productivity which in turn 
depends on the prospects for an increase in output. 


(ii) Wages and labour costs per unit of output 


Labour costs per unit of output continued to increase 
in 1971 at, historically, very high rates. For twelve 
European countries (excluding Belgium), the unweighted 
average increase in unit labour costs for the economy as 
a whole was 9.0 per cent compared with 8.0 per cent in 
1970 (and 4.7 per cent in 1969). Although the rate of 
increase fell in the larger economies it still remained 
high—10 per cent in the Federal Republic of Germany, 
8.8 per cent in the United Kingdom and 7.4 per cent in 
Italy. The rate of increase accelerated in most of the 
smaller economies, most sharply in Austria (from 1.3 per 
cent in 1970 to 9.6 per cent) and in Finland (from 5.2 
to 11.4 per cent). As with changes in the main price 
series, the differences between individual country rates 
narrowed in 1971 43 (table 3.2). In the United States, the 
rate of increase in unit labour costs was falling quite 
rapidly through 1971 (in the third quarter, 3.9 per cent 
higher than in the same period in 1970 compared with an 
annual increase of 6.5 per cent in the two previous years).‘4 

33 The coefficient of variation (for the means quoted above) 
was 13 per cent in 1971, compared with 33 per cent in 1970 and 
43 per cent in 1969. 

*“* Economic Report of the President, Washington 1972, р. 51. 


However this behaviour of unit labour costs is unusual 
in that, previously, unit costs have generally fallen in the 
early stages of economic recovery. 


In 1970 manufacturing industry was at the centre of 
inflationary pressures, with unit labour costs rising faster 
than for the economy as a whole. (This was true for six 
of the 13 countries in table 3.2, including the larger eco- 
nomies of the Federal Republic of Germany, Italy and 
the United Kingdom.) For 1971 the data are not com- 
plete, but it appears that this tendency persisted among 
the smaller economies (Austria, Finland, Norway) and 
emerged in Sweden. In the Federal Republic of Germany 
and the United Kingdom the rise in unit labour costs in 
manufacturing, which in 1970 had risen faster than in any 
year since 1953, was equal to or less than that for the 
economy as a whole. In Austria, Finland, Norway and 
Sweden the rise in unit labour costs in 1971 in manufac- 
turing and for the economy as a whole was the largest 
annual increase since 1953. As for the economy as a 
whole, the acceleration in the growth of unit labour costs 
was often very sharp among the smaller countries, the 
rate of increase more than doubling in Austria, Finland 
and Sweden. 
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TABLE 3.2 


Changes in unit labour costs 


(Annual percentage change) 


ee ee OT ee 


Total economy 


Couey Manufacturing only 

1969 1970 197! 1969 1970 197 
Austria ® Er ee ee 725) ПЗ) 9.6 —1.6 4.0 8—9* 
ВТО on ees Sy ls 3.9 6.9 8.4 0.7 7.0» 
Denmark .. ee one eo eee 5.0 10.3* 8—9* 6.6Ъ 8.2» a, 
Federal Republic of Germany. . 4.4 Miley 10.0 855) 1273 10.5 
inland... ene wate 2.9 5.2 iil 2 0.9 5.2 13.4 
Етапее и ae р le Tek 6.2 6.2¢ 6.5 4.9 6.1 
о р ey 9.2 11.24 9.64 et 11.9 
ау Е №. 4.3 10.2 7.4 5.8 14.1 
ОЧЕН с р eo 6 6 owe fed 7.0 9.9 3.0 5.0 
ога не Г. 4.1 8.4 9.9 1.8 9.2 ili 
Sweden о рыть te Sane: 38 6.7 9.5 1.8 4.9 
ПУ Е а! 6 5 6 5 6 6 5 oe ЯР 7.4 8—9* a 
ОО een ee 4.6 9.6 8.8 Soll 11.4 Male 


Source: National statistics. 

в Manufacturing includes mining. 

> Estimate based on employment and hourly earnings. 
с Based on “пе! salaries’. 


The rise in wages *° for the total economy was probably, 
on average, slightly higher than in 1970: the rate of 
increase fell significantly only in the Federal Republic of 
Germany, Italy and Ireland. The data are less complete 
for the manufacturing sector alone, but on average the 
acceleration there also appears to be about the same as 
for the total economy. The rate of increase fell in the 
Federal Republic of Germany, the Netherlands and the 
United Kingdom. There was an acceleration in Austria, 
Sweden, Finland, France and, probably, in Norway. In 
general there was no very clear tendency for wages in 
manufacturing to rise faster than for the economy as a 
whole, so that the greater rise in unit labour costs is due 
essentially to the fact that the growth of manufacturing 
output fell more than that of total output. 


Quarterly data on average hourly earnings or wage 
rates in manufacturing are still incomplete for 1971, but 
some slowing down of the rate of increase is apparent, 
at least for the larger economies (table 3.3). In the 
Federal Republic of Germany there was a marked slowing 
down in the fourth quarter of 1971, and in the United 
Kingdom there was a fairly steady deceleration from the 
fourth quarter of 1970 onwards. In the Federal Republic 
of Germany there has been negative wage drift in manu- 
facturing since the fourth quarter of 1970 and through 
the first three quarters of 1971. This has also been the 
case for all industry in the United Kingdom since the 
first quarter of 1971—the annual increase (1971 over 1970) 


45 Wages and salaries per wage and salary-earner. 


4 Based on compensation of non-agricultural employees. 
е Based on wage and salary bill for first three quarters. 
f Provisional. 


in hourly wage rates (manual workers) was 12.7 per cent 
and for earnings 11.2 per cent, the difference actually 
widening during 1971. In Italy there was a deceleration 
in the rise of manufacturing wage rates through 1971. 
The picture for the smaller economies is much less clear 
partly because the data are less complete and partly 
because the quarterly rate of increase has tended to 
fluctuate over the past two years. Nevertheless some 
slowing down is apparent in Norway and, for half- 
yearly wage rates, in the Netherlands. In Sweden the 
acceleration of hourly earnings in the second half of 1971 


followed an absolute decline in real earnings in the first 
half. 


Again among those countries for which complete data 
are available, the increase in real hourly earnings has 
decelerated more sharply than money earnings in the 
larger economies (Federal Republic of Germany, Italy, 
United Kingdom) as prices tended to catch up. By the 
last two quarters of 1971 the rise in money earnings in 
the United Kingdom was just sufficient to keep up with 
the rise in consumer prices. Among the smaller countries 
there was some slowing down in the growth of real earn- 
ings in the third quarter of 1971, and generally by more 
than the deceleration in money earnings (table 3.3). In 
the United Kingdom and Sweden the rise in real earnings 
in the year as a whole was extremely small—only 2 per 
cent in the United Kingdom (compared with a rise of 
3 per cent in labour productivity)** and negligible, or even 


46 See table 1.4 for productivity changes. 
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TABLE 3.3 


Annual and quarterly changes, in money and real terms, of average hourly 
earnings in manufacturing in 1970 and 1971 


(Percentage change over corresponding period of previous year ) 


A = Change in money terms 
B = Change in real terms4 


ee res ee ee 
1970 19718 : 
= | 1970 SoS 1971 
ig IT Ш ee 1 И Ш Iv 
| ТАС es Е НИИ 

Austria 
ее earn А 9.5 10.8 7.9 9.6 9.5 9.9 17.4 10.9 Эй 13.6 
15 Gol Auer о она 5:9 6.3 3.2 4.5 4.9 5.4 12.3 5.6 10.1 8.5 
Belgium 
И Set Ee as et eer eT 10.8 10.6 12.3 12.4 PIES es 12.9 11.5 $16 11.9 
EEA Tn С А С Е 6.2 6.2 8.1 8.8 7.3 И 8.7 6.6 5.9 713 
Denmark 
AE re eR ry race tr net ee 9.4 9.7 11.4 12.5 10.8 14.6 15.6 16.3 13.8 15.0 
о о и И: ke 3.8 Sail 88 4.8 4.0 8.1 8.2 10.4 7.8 8.6 
Federal Republic of Germany 
Е elt EY me om 12.7 12.6 13.8 10292 12.8 Е 13.0 122 8.9 12.0 
| Bel ea ear a lt BO ae ВСЕ heer 8.9 8.5 9.5 7.9 8.7 9.1 Fes 6.4 2.8 65 
Finland 
RGM eo esate ee ay ah Manette cee 9.9 10.5 ТЫ 11.4 10.7 10.3 14.8 15.2 16.0 14.1 
И ai ma ee oe 7.0 7.9 2 7.8 defi 6.3 8.4 6.9 Tiel 
France® 
A ey eee ete ae as: Gon eee —— 12.5 —— —— 11.8 — 121 —— 11.14— —— 11.29— 11.19 
ое ——- 6.5 —— —— 6.1 — 6.3 —— 5.8 —— ——_ 5.2 —— 55) 
Treland 
yet MS ate Scar Coe eee ae eee Pee WAS! {5.2 17.8 Son 16.0 19.8 16.9 14.4 13.7 16.1 
Bats cicero tee lS Te Sie eae? 6.0 6.3 8.7 7.9 he?) 8.9 7-7. 5 4.7 6.5 
пай 
th as о Е СА ЛЬ О 23.6 22.9 23.3 25.3 23.8 ies 16.4 11.94 10.64 12.04 
ae eee aes ee ee ee 17.9 16.9 17.8 19.0 18.0 ПЕ 11.1 6.8 Ses 6.9 
Netherlands 
ANP nee sore В ay Aare eed — 10.3 14.0 122 — 15.1 —— — 15.0 — 15.0 
BOE a ese Reine ioe er ete 6.6 8.1 7.4 Te 6.4 7.0 
Norway 
Je Raa APOE Cae ee ail 10.1 16.0 16.3 12.0 16.2 15.2 Oye 9:2 1257 
а о een MeN er eee —3.1 0.4 4.4 3.6 ites 8.4 8.0 4.1 95 6.1 
Sweden 
Ae a ee cera? SPL ее 13.6 16.4 14.3 10.6 ЦЕНУ 3.5 У 10.8 73 
BAe ae eee eee Oe Oe hee ера 7.4 9.0 6.5 2.6 6.4 = 2.9 OTF 853 —0.1 
Switzerlandt 
HS? Sen ee, Mr ee oe Pee i eo . 7.6 — 9.8 8.7 —— 9,94 —— 9,34d-_ 9.64 
И te NR. Pa ny о Ве 4.8 — 4.9 — 4.9 ВЕ 2.6 2.8 
United Kingdom 
z Е Me BAS с ne 12.0 14.0 14.7 12.6 18.5 12.0 10.8 9.9 11.6 
о Зе а Е, | 4.3 5.9 6.6 6.5 5.8 4.5 2.0 0.6 0.6 2.0 
Е ЕЕ. п ТЕ А 

Sources: National statistics, 4 Hourly wage rates. 

® Change in money terms deflated by change in consumer prices. © April and October surveys. 

> Monthly earnings. t : 


Half yearly surveys. 
© Marc 1 Се е тех с 
March and September surveys. © Provisional, 
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declining, in Sweden (where however there was no 
increase in labour productivity in 1971).4” In Switzerland, 
too, the rise in real earnings, at 3 per cent, was relatively 


small (and probably less than the rise in labour produc- 
tivity). 


It was suggested in last year’s SURVEY 48 that a major 
element in wage-push is the strong pressure to restore pay 
relativities between industries and occupations, to “tra- 
ditional” patterns. This is one reason why incomes ро|- 
cies based on a uniform “norm” for all pay settlements 
are unlikely to succeed at a time when pay relativities have 
already been seriously disturbed, and especially when 
collective bargaining is carried on independently industry 
by industry. The extent of the disturbance can be meas- 
ured in summary terms by the dispersion between the pay 
changes in individual industries compared with some 
reasonably long period in the not too, distant past. This 
is done in table 3.5 for the Federal Republic of Germany 
and the United Kingdom, the dispersion being measured 
by the coefficient of variation between recent indices of 
pay rates and earnings, the indices being based on the 
average of 1963-1967. The interest probably lies mainly 
in the changes in standard pay rates agreed in collective 
bargaining; short-period changes in actual earnings are 
affected also by movements in over-time and piece-rate 
earnings whose impact varies between industries. 


In the Federal Republic of Germany the rate of increase 
in wage rates slackened through 1971. The slackening 


Federal Republic of Germany : indices of average hourly wage rates 


(1963-1967 = 100) 


October October 

1970 1971 

Allimdustries (Ggroups) еее. 151 166 
Five highest in October 1970: 

а StCCl alee ла, = лан ye 166 167 

Other metal manufactures ....... 161 165 

Glemicals eet oo я 160 175 

Machinery (non-electric) ........ 159 164 

Machinery (electrical) ......... 157 164 
Five lowest in October 1970: 

NU oem с Ман. 145 168 

Paper, printing Рос: № 145 162 

о eels l, ohee cokers 145 161 

Food, beverages, tobacco. ....... 143 160 

; 141 159 


Wood products 


Source: As for table 3.5. 


47 Between December 1970 and June 1971, real earnings in the 
United Kingdom (allowing for seasonal changes) probably did not 
increase at all. 

48 ECE: Economic Survey of Europe in 1970, part Il, р. 48 fi. 


was accompanied by a narrower dispersion of increases 
between industries (as shown by the falling coefficient of 
variation for wage rates). The text-table below shows how 
the industries which had been lagging behind in October 
1970 (as compared with the structure of 1963-1967) had 
caught up or considerably narrowed the gap with the 
wage leaders.49 The dispersion of earnings was not 
reduced. 


In the United Kingdom, the dispersion of wage rates 
remained high throughout 1971. The table below confirms 
that the industries lagging behind in terms of wage 
increases in January 1971 were still failing to catch up 
with the leaders by the end of the year and so re-establish 
the differentials of the mid-1960s.% The dispersion of 
increases in earnings, whicli in the United Kingdom has 
generally been less than that for rates, also stayed on a 
high level. This may however reflect the different impact 
of shorter hours on different industries. 


United Kingdom: indices of basic weekly wage rates 


(1963-1967 = 100) 


January December 
1971 1 
All industries and services . . . 145.5 т. 7 
Five highest in January 1971: 
(Сис 5 arene 158.7 186.7 
Timber, furniture. ... . фе 156.2 159.5 
Professional services, public administration И 168.8 
Transport, communications ИБ 162.9 
Mining, quarrying ..... 149.2 150.6 
Five lowest in January 1971: 
ареале 141.2 1155-77 
Clothing, footwear 139.7 158.4 
Construction a) eee s 137.6 149.0 
Distributive trade. . . . ite chy 2k 134.8 155.4 
Miscellaneousisenvices ее es 133.9 146.6 


Source: Аз for table 3.5. 


The data suggest that insofar as comparability or the 
pressure to restore and maintain pay relativities is an 
important factor in accelerating wage increases, this pres- 
sure has been declining in the Federal Republic of Ger- 
many in the past узаг but appears to have been main- 
tained in the United Kingdom. 


49 The 7.5 per cent wage increase in the metal-using group, 
which came into effect in January 1972, may widen the dispersion 
again. 

50 The effect of the 20 per cent increase in basic rates for coal 
miners, effected in February 1972, will be to widen the dispersion 
considerably. 


32 Western Europe 
Be ce ee 


TABLE 3.4 


Components of the change in domestic prices in 1971% 


(Percentages) 
EE oases es a Day Denad чо eet OOO a) oe eee ee ees 


Change in prices 


Imports 

Total 

| Daneite of реа 
expenditure ЕЯ 

Austria 

UCR 9 соо gq 6 fa oO 6 100 26.6 

LOT оо а Rear eek cat nc 5.6 Sheil 

Federal Republic of Germany 

ПАО eaten onc ni 100 20.3 

OT Me ce Nace erie verses wien cacy sik es 0.6 

Finland 

ОИ розовое 0 0 0 100 РЗ 

OV TG от ЗСО ЗЕ 8.4 7.8 

France 

NOSES 4 6 6 6 6 6 a 4 6 100 MSA 

ев 52 3.6 

Netherlands 

MOISES шо 6 6 6 bo a 100 43.0 

ESTAR ata ce el ae i. oda о Же 9.4 4.6 

Norway» 

IES WEES 5 0 0 b eo a 0 6 100 37.0 

UTA Suc tec ae ieee eee er eee 7.4 Ue? 

Sweden 

ОВ WGN oo on oo oo 100 21.9 

OTe etek cee ee ec 7.6 Sal 

United Kingdom 

HOC WEEMS Бо ао 6 6 6 0 100 21.0 

OTD Oe И kes Sak Ge Os ae oe 8.3 all 


Change in costs per unit 


of which: 
Exports Total 
of goods domestic | Compensa- Gross Indirect 
and output tion of Operating taxes less 
ВЕСЕ employees surplus subsidies 
—25.8 99.2 49.2 ВУ 14.3 
2.8 5:5 8.1 —1.6 15.6 
—23.7 103.4 51.0 39.8 12.6 
2.4 7.8 10.2 4.2 8.0 
—24.7 101.6 50.8 38.6 L282 
6.1 8.0 Et 2.4 14.2 
—13.7 100.0 47.7 39.2 pel 
3.8 5.2 ee 
—43.1 100.1 S337 36.1 10.3 
3.0 8.0 10.2 25 14.2 
—39.4 102.3 48.0 45.4 8.9 
ofl 6.9 10.1 3.6 AO 
—21.8 99.9 60.8 27.4 Пе 
26 Tel! oS —7.6 31.0- 
—20.1 99.0 57.9 OES) 13.8 
7.6 9.0 9.0 8.7 0.5 


Source: As for table 1.1. 


® Weights refer to 1968 domestic expenditure. 


> Nordic concept. 


(iii) The components of domestic price changes 


For the eight countries in table 3.4, labour costs per 
unit of output in 1971 rose faster than total domestic out- 
put prices and, statistically, made the largest single con- 
tribution to the rise in domestic prices. (The contribution 
of individual cost or price changes to changes in over-all 
domestic expenditure prices was calculated by multiplying 
the unit cost or price change by the weight of the variable 
in the previous year.) This contribution ranged between 
54 per cent of the total price increase in France and 75 per 
cent in Sweden. Compared with 1970, the contribution of 
unit labour costs fell for those countries where it had 
been very high (Federal Republic of Germany, the 
United Kingdom, the Netherlands and Finland); but in 
the other countries (France, Norway, Sweden, Austria), 
where the role of labour costs had been relatively smaller 
in 1970, the contribution rose, particularly in Austria. 


Increases in the gross operating surplus contributed 
moderately to price rises in the United Kingdom (28 per 
cent of the over-all increase), the Federal Republic of 
Germany, Finland and Norway (all about one-fifth). In 
Austria and Sweden falls in the gross operating surplus 
had a moderating influence on over-all prices. With the 
marginal exception of the United Kingdom, the change 
in the gross operating surplus everywhere contributed 
less to the over-all price rise than its weight in total 
domestic output. This implied fall in the share of cor- 
porate profits °* in national output and the rise in the 
share of wages and salaries is largely a cyclical phenomenon 


т Gross operating surplus contains various incomes other than 
gross trading profits of corporate enterprises. 


which, in the light of past experience, will be largely 
reversed with the next upturn of the cycle. However the 
change in relative shares in 1971 has not simply been 
etween profits and employee’s compensation. In Austria 
and Sweden the larger part of the fall in the share of 
profits was due to higher indirect taxes. Taxes were res- 
ponsible for an important proportion of the rise in 
domestic prices in most countries except the United 
Kingdom; in general this proportion was greater than the 
weight of taxes in national expenditure, though only to 
a large extent in Austria and Sweden. In Finland, the 
Netherlands and Sweden, the net effect of foreign trade 
prices (faster deceleration of export unit values than of 
import unit values) has had a greater, or nearly as great 
an effect, as incomes in squeezing the share of profits. In 
the United Kingdom the implied shares of wages and 
profits both rose because of a decline in taxes and a 
favourable effect from trade prices (export unit values 
accelerated while import unit values slackened). 


In 1971 import prices continued to contribute positively 
to increases in the over-all price level, though generally by 
much less than in 1970. However export prices tended to 
have a moderating effect and the net contribution of 
foreign trade prices to over-all price changes was generally 
small, though positive (except for the Federal Republic of 
Germany and the United Kingdom). 


The outlook for 1972 


The current inflation has seen the intensified use of 
existing policies of government intervention in the process 
for determining wages and prices, and the introduction 
of such policies where hitherto they had not existed (the 
most notable example being the United States). Among 
the industrialized countries a number of countries have 
tried to revive some form of direct intervention in the 
price and wage determination process.®? Nevertheless 
inflation continued in 1971 at rates which were generally 
unexpected by most governments at the beginning of the 
year, although it is not easy to say whether such expec- 
tations were based on an underestimate of the strength of 
inflationary pressures or overconfidence in the efficacy 
of traditional anti-inflationary measures. 


In discussing the current inflation, it is perhaps worth 
noting what sort of target most governments have in mind. 
Since the beginning of the 1960s there appears to have 
been a shift from regarding complete price stability as a 
desirable and basic objective to regarding a rate of 
increase of around 2.5 per cent a year as a more realistic 
aim. This rate is (for consumer prices), in fact, the col- 
lective target implied in the medium-term projections of 
the EEC; and the objective of United States policy is a 
deceleration to 2-3 per cent a year by the end of 1972.°° 
A rate of 2.5 per cent is therefore a rough yardstick for 
judging progress in bringing down the current high rates 


52 A review of current policies was given in last year’s SURVEY, 
part II, pp. 52-53. An up-to-date survey is given in OECD, Eco- 
nomic Outlook, December 1971, pp. 35-41. 

53 Frank Blackaby, “Incomes policies and inflation”, National 
Institute Economic Review, November 1971, pp. 35-36 


Prices and labour costs 33 


of increase. (No similar yardstick is easily available for 
incomes, however, partly because national norms are 
difficult to establish and are complicated by distribu- 
tional issues.) For 1972 a slackening in the rate of national 
price increases is widely expected, but often the forecast 
deceleration is quite small and the rate of increase remains 
high in relation to previous trends and the “norm” of 
2.5 per cent. The official forecasts or targets imply a 
moderate rise in prices; since the forecasts have been 
made in a context of moderate output increases they 
generally imply a lower rate of wage increase. 


In the Federal Republic of Germany there is a consensus 
among the research institutes and the government that 
the rise in the GNP deflator will be about 5 per cent 
(7.7 per cent in 1970) and in consumer prices about 
4.5 per cent (5.2 рег cent in 1970).54 A similar expectation 
exists for Italy where the Economic Plan for 1972 con- 
tains a target increase in consumer prices of not more 
than 5 per cent. In both the Federal Republic of Germany 
and Italy most new wage contracts were completed by 
the end of 1971 and no unexpected developments are 
likely here. In the United Kingdom the rate of inflation 
is expected to fall but nevertheless to remain severe: 
consumer prices are forecast to rise by 5 per cent in 1972 
(nearly 8 per cent in 1971).55 One important element of 
uncertainty relates to the demonstration effects of the 
recent settlement in the coal mines (an increase in average 
earnings of over 20 per cent) on a number of pending 
wage claims—engineering workers, railwaymen, agri- 
cultural and building workers and teachers are all large 
groups with big pay claims under discussion. At the end 
of 1971 the rates of increase in average earnings and of 
basic wage rates were decelerating. In France, a slowing 
down in GDP prices in 1972 to 4.0 per cent is forecast, 
compared with an increase of 5.2 per cent in 1970. In 
France also there is uncertainty as to the outcome of the 
re-negotiation of a number of important labour con- 
tracts (railways, steel and motor-cars, for example). In 
some of the smaller economies, where the labour market 
remained tight through 1971, the prospects for a signi- 
ficant deceleration in the rate of price increase are small. 
In Norway the risk of an acceleration is considered quite 
large if a number of pending wage settlements are not rela- 
tively moderate; and in the Netherlands, where not much 
success is expected for price and incomes policies in 1972, 
the rate of inflation is expected to fall marginally—7.5 per 
cent increase for GNP prices (8.0 per cent in 1971) and 
6.5 per cent for consumer prices (7.0 per cent in 1971). 
As in 1971 the main inflationary pressure in the Nether- 
lands is expected to come from higher labour costs. In 
Austria the increase in wages is expected to slow down 
but consumer prices will rise at about the same rate as 
1971 (that is, 4.7 per cent). In Sweden, consumer prices 
are expected to increase by about 4 per cent compared 
with just over 7 per cent in 1970 and 1971; import and 
export unit values are also expected to fall sharply. 


54 These are annual changes. 
55 National Institute Economic Review, February 1972, p. 27. 
These are annual changes. 
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TABLE 3.5 


Variability of increases in industrial wage rates and earnings: 


Jan. 
A. Indices for all industries 

(1963-1967 = 100) 
Federal Republic 

of Germany 

Standard hourly rates? 113.6 

Weekly earnings». . . 109.0 
United Kingdom 

Basic weekly rates® . . 113.8 


Average weekly earnings? 115.3 


B. Coefficients of variation 


Federal Republic 
of Germany 


Standard hourly rates® 1.0 
Weekly earnings». . . 30 
United Kingdom 


Basic weekly rates® . . Dell 
Average weekly earnings? 1.4 


Federal Republic of Germany and United Kingdom 


1968 1969 1970 1971 
July Jan. July Jan July Oct. Jan. April July Oct Dec 
И Оо о О Ш а 9 65 1 п 
118.0 119.5 128.2 137.4 147.5 153.0 154.4 156.4 163.0 164.5 
15.5 11981211277 .2 33:9 37:08145:5 146.8 ПБ 153.6 157.1 
120.6 124.3 130.1 134.9 145.8 150.0 154.1 158.1 163.0' 165.5" 16561 
1.6 2.4 Wad! 2.2 ро 4.5 5.2 4.7 т 2.0 
2.9 3.8 809) 3.9 4.0 4.5 4.5 4.5 4.2 4.4 
Dee, 32 Boll 4.5 3.8 4.3 4.0 4.4 4.3 3.8 4.0 
1.8 2.0 220 Dail 2.6 2] 2.9 2.6 3.0 2.6 3.4 


Sources: Federal Republic of Germany: Wirtschaft und Statistik. United King- 


dom, Department of Employment Gazette. 


а Mining, 12 manufacturing branches and construction. All employees. 


> Mining, 13 manufacturing branches and construction. Male manual workers 


only. 


< All industries and services, 18 branches. Manual workers only. 


4 All industries and most services, 20 branches. All employees (monthly 
sample enquiry). Excludes Northern Ireland. 


4. PROSPECTS AND POLICIES IN INDUSTRIAL WESTERN EUROPE 


_ The economic situation in early 1972, and the develop- 
ments of the past year, may be summarized as follows: 


(a) Slow growth of output in 1971 for the second 
consecutive year (3 per cent for the whole area against 
over 4.5 per cent a year in the 1960s), and very little sign 
of any upturn in national output during the course of 
1971. The exceptions are Austria, France and Norway, 
where output continued to expand at close to trend rates 
(4-5 per cent); but in Finland, Italy, Sweden and the 
United Kingdom, the increase in real output was only 
around 1 per cent or less; 


(6) Consequently a considerable margin of unem- 
ployment (more than the statistics record) and of unused 
capacity existed in most countries by the beginning of 
1972. Among other things, this contributed to the falling 
away of industrial investment in 1971 and the still very 
depressed outlook for investment demand in the next 
few months; 


(c) A continuous pressure for pay and price increases 
which is only beginning to weaken despite two years of 
slow growth and rising unemployment. There is evidence 
of slowing down of retail price increases in Norway and 
the United Kingdom, and rather more signs of a slowing 
down in pay increases (Federal Republic of Germany, 
Italy, Netherlands, Norway, United Kingdom). In the 
United States there is much clearer evidence of a slowing- 
down in the pay and price indices. Increases in real wages 
have been very moderate as prices tended to catch up, 
which also allowed some increases in profits; 


(4) A rather slow growth of the volume of interna- 
tional trade coupled with a marked and unusual increase 
in foreign trade prices; 


(e) For the time being, a relatively satisfactory pattern 
of west European current balances of payments. One 
reason is the deterioration of the current balance of the 
United States with western Europe. Another is that the 
price inflation has been sufficiently uniform among west 
European countries to avoid a concentration of its impact 
on a few countries. Deficits in the current balance are a 
source of concern in only a few countries (Denmark, 
Finland, the Netherlands and Norway). 


The material possibilities thus exist for a faster expan- 
sion of output, leaving aside the almost universal fear of 
provoking further reinforcement of inflationary pressures. 


56 


Forecasts and policies for 1972 


Economic policies during most of 1971 were for the most 
part dominated by the common experience of inflationary 
pressure and aimed, although not at all drastically, at 
restraint of demand. In most countries, the combined 


56 See table 1.1 for details. The 1972 forecasts there given 
represent the Jatest available projections made by official (or in 
some cases unofficial) authorities. 
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effects of fiscal and monetary policy оп the growth rate 
during 1971 were probably only marginal; the weakness 
of the expansion must be attributed to the weakness of 
the whole international conjuncture, and particularly to 
the slackness of private investment, combined with fairly 
“neutral” policies. Only in Italy and the United Kingdom 
was policy deliberately slanted towards expansion 
throughout the year and in neither was the effect as 
marked as was intended. The Italian Government’s 
efforts to revive demand were counteracted both by the 
weakness of private investment and by political uncer- 
tainties and administrative complications delaying the 
execution of public expenditure plans. The United King- 
dom Government undertook a series of cautiously expan- 
sionary fiscal and monetary measures during the course 
of 1971, of which the most effective was probably the 
ending of controls on consumer credit—an effective but 
temporary stimulus to consumers’ expenditure in the 
second half of the year; but the rate of output expansion 
was almost throughout 1971 rather less than appears to 
have been expected. 


Since the summer of 1971, however, there has been a 
certain tendency for policies to edge gradually towards 
expansion. Several of the government budgets or budget 
proposals, for 1972, announced at varying dates since the 
autumn, appear to aim at stimulating the economies. 


Belgium: the budget announced in February 1972 
envisages a deficit for the first time in several years due 
to a 14-15 per cent increase in expenditure including a 
considerable increase in public construction. But in view 
of the declining tendency of private investment and the 
rather poor outlook for exports, the announced aim of 
a 4 per cent increase in GNP may be over-optimistic. 


Federal Republic of Germany: although the Govern- 
ment was prepared to expand expenditure if necessary, 
a certain improvement in business activity and sentiment 
in recent weeks has led to postponement of some of the 
possible plans; some stimulus will, however, be given by 
the repayment in June 1972 of the temporary anti- 
cyclical income-tax surcharge imposed last year (repre- 
senting an injection of about 6 million DM, equal to 
1 per cent of GNP, of which however 2 billion will go to 
enterprises and is likely to be saved while a proportion of 
the remaining 4 billion will also go into savings and 
imports). The Government projection 57 for GNP growth 
in 1972 of only 2.5 per cent (against just under 3 per cent 
in 1971) represents a policy aim presumably incorporat- 
ing some expansionary теазигез.58 The restraint of infla- 
tion still appears to have priority. 

7 Jahreswirtschaftsbericht 1972 der Bundesregierung. 

58 Projections for 1972 made in late 1971 by the Council of 
Economic Advisers (Jahresgutachten des Sachverstdndigenrates, 
November 1971) and by the group of economic research institutes 
(October 1971), yielded a growth rate of only 1-1.5 per cent in 
1972 assuming no change in Government policies. 
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France: the official forecast of 5 per cent growth in 
1972,5° made in the provisional budget proposals of 
October 1971, now appears a little doubtful in view of a 
certain weakening in business sentiment in the last few 
weeks. The measures for relance announced in January— 
especially the increases in public investment—may need 
to be reinforced to keep up the growth rate and reduce 
unempJoyment. 


Ireland: the budget for 1971-1972 was restrictive par- 
ticularly because of the very heavy increase in wages and 
salaries, unit labour costs and prices which occurred in 
1969-1970 and continued in 1971; but because of the 
weakness of the economy during 1971, expansionary 
measures were taken in October—increased public invest- 
ment expenditure (further increased in January 1972), 
reduced company taxes and abolition of restrictions on 
consumer credit. The aim is to lift the growth rate slightly, 
to 3.75 per cent in 1972 (the trend growth rate in the 1960s 
was about 4 per cent). 


Italy: the policy instruments for realizing the official 
target figure for 1972 of 4.5 to 5 per cent growth of GNP 
(against 1.4 per cent in 1971) in 1972 still appear to be 
inadequate.© In particular, the prospects for realizing 
the intended large expansion of public investment are 
still highly uncertain. Nevertheless a certain improvement 
in business sentiment, noted by business tests made early 
this year, suggests that the fall in activity during 1971 (as 
indicated by the index of industrial production) may at 
last be levelling out. 


United Kingdom: a further substantial stimulus to 
growth was given by the budget for 1972/73, presented in 
March. The budget aims at increasing the growth rate 
to about 5 per cent in 1972 (adding about 1.5 percentage 
points to a forecast based on no additional stimulus).* 
This should succeed in at least stabilizing the level of 
unemployment, and the expansion is well within the 
limits of capacity in view of the slack remaining after 
3 years of slow growth. 


These are the countries where policy now appears to 
aim at expansion, although in most cases with consider- 
able caution. Even so, the official forecasts for the Federal 
Republic of Germany and France, although apparently 
incorporating the policy measures taken or to be taken, 
still envisage slightly slower growth rates than in 1971. 


For Finland and Sweden, the latest forecasts show a 
recovery in GNP growth rates, but are due to an expected 
spontaneous recovery rather than to any deliberate expan- 
sionary measures. In Finland, where GNP increased only 
1.5 per cent in 1971, a recovery to 3 per cent is expected, 
perhaps rather hopefully, to result from a recovery in 
export growth for forest products and a certain expansion 
of public investment. In Sweden, there was no significant 

5° Compared with nearly 6 per cent annual growth provided 
for in the Sixth Plan for 1971-1975 (which assumes however faster 
growth in other western countries than now seems likely for 1972). 

69 The target figure of GNP growth for 1971 was 4.5 per cent, 


т National Institute Economic Review, February 1972, gave 
3.4 per cent (assuming no budgetary stimulus) for GDP at 1963 
factor cost. This figure implies 3.7 per cent for GNP at 1963 market 
prices, as given in table 1.1 for comparability with other countries 


expansion in 1971 mainly because of the fall in real con- 
sumption associated with the remarkable but presumably 
temporary increase in household savings; this is unlikely 
to persist and (with a reversal also of the fall in invest- 
ment) the forecast growth in 1972 of 3.5 to 4 per cent 
appears well-based. 


By contrast, in three countries a decline in the growth 
rate is expected in 1972. 


Denmark: The budget for 1972 is still somewhat res- 
trictive. Especially in view of the persistent deficit in the 
balance of payments, it appears that the Government is 
not yet prepared to relax its policy of demand restraint. 
The forecast is for growth of 3.5 per cent in 1972, the 
same as in 1971. 


The Netherlands: The budget proposals for 1972, 
including anti-cyclical tax increases, aim at quite severe 
demand restraint (GNP growth is put at only about 2 per 
cent in 1972 against 4 per cent in 1971). This shift towards 
restrictive fiscal policy is impelled particularly by the 
threatening balance-of-payments position at a time when 
efforts have failed to limit pay and price increases through 
voluntary agreement (the statutory powers of control 
have had to be relaxed and the elaborate machinery of 
incomes policy is once again under review). To a restric- 
tive budget is added an expected decline in investment 
and slower growth of exports. 


Austria: Against a satisfactory 5.5 per cent growth in 
1971, the forecast is for a slackening to 4 per cent in 1972. 
The reason does not appear to lie in any change of policy 
so much as in an expected quite severe slackening of 
private investment and export growth. 


In two more countries, hardly significant changes are 
expected in 1972. For Norway, continued growth at just 
under 5 per cent is expected. Although investment (mainly, 
but not entirely, ship purchases) is expected to fall off, 
the prospects for export growth are, perhaps optimisti- 
cally, regarded as much more favourable than in 1971. 
Norway and Finland are indeed the only two countries 
where the projections for 1972 show a really substantial 
improvement of export growth (it is true that Norway 
experienced very little export growth in 1971, and Finland 
suffered a decline). The projections for Switzerland also 
envisage little change in the growth rate (a slight reduc- 
tion from 4.3 per cent in 1971 to 4 per cent in 1972— 
only a little below the 4.5 per cent average for the 1960s). 
Although the fiscal deficit (mainly because of increased 
deficits in the cantons and municipalities) is rather 
greater for 1972, credit policy aims at restraint—partic- 
ularly on construction which is under persistent strain 
because of labour shortages and which has also been 
subject to certain direct controls. 


Summed up, the national forecasts just described yield 
an aggregate growth rate for industrial western Europe 
of 3.9 per cent in 1972—against 3 per cent in 1971 and an 
average rate for the 1960s of 4.5 per cent a year (see 
text-table). 


The faster growth rate for the area as a whole, how- 
ever, 1s due almost entirely to two countries—Italy and 
d Kingdom. The forecast increases in these 


ty т 
the United 
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GNP growth in 1971 and national forecast 1972 


(Percentages) 
a ИЕН ВНЕ 
Volume change over 


Weight in revious year 
1970 ns - 


1972 


1971 

Е ооо д АЕ 2.0 5:5 4.0 
Belgiim оо ОВ а 3.6 4.2 3.8 
Denmark ee eee 22) 3.6 3-3.5 
Federal Republic of Germany . . 26.3 2.8 2.5 
Hinland mass ВА Рае. КТ. 1.4 1.4 3 
але, Been: nuclease 20.8 5.3 4.9 
lrelandsrgaspetrrss не Ly Py es 0.6 3.1 ois 
AS ИЕ ; 13.0 1.4 4.5-5 
Netherlands. ..... Poyes «bate 4.4 4 2 
ТВ POS CS и aes 1.6 5.0 4.7 
и о. 4.3 0.3 Ва 
Switzerland AL et er le 2.8 4.3 4.0 
ОО И Боровое 17.0 3 SH) 

PROtalEADO VC коб в 100.0 3.0 3.9 


Sources: Table 1.1 and OECD, Main Economic Indicators, March 1972. 


two countries alone add about 1 percentage point to the 
aggregate growth for the area. As already suggested, the 
projection for Italy may well be over-optimistic. The 
projected changes in the growth rates for the remaining 
countries cancel out. Indeed apart from Italy and the 
United Kingdom, the countries projecting a change of 
more than a quarter of 1 percentage point in the growth 
rate are: 


Slowing down: Austria, Belgium, Federal Republic of 
Germany, France, Netherlands and Switzerland. 


Acceleration: Finland, Ireland and Sweden. 


Furthermore, some uncertainty may be expressed about 
whether the policy measures so far taken, or decided, 
are enough to bring about the projected growth rates in 
Belgium, the Federal Republic of Germany, Finland and 
France. The aggregate growth rate of 3.9 per cent may 
therefore be regarded as optimistic unless more expan- 
sionary policy measures are undertaken. 


International trade prospects 


One feature stands out from the assembling of national 
forecasts (see table 1.1). Most countries envisage a slower 
growth of exports in 1972 than in 1971 (all except Fin- 
land, Ireland, Italy and Norway).® On the national 
forecasts, the growth in volume of exports (goods and 
services) would slow down from 6.4 per cent in 1971 to 
5.7 per cent in 1972—in contrast with the acceleration in 
aggregate growth of GNP implied by the same forecasts. 
This indicates that most national forecasters took a 
fairly restrained view of the outlook for growth and inter- 
national trade in other countries—possibly justified by 
the uncertainties overhanging the international monetary 
situation, and, in some cases, by the possible conse- 
quences of the enlargement of the European Economic 


62 No forecasts of imports or exports of goods and services for 
Denmark. 


Communities. The complex of national forecasts, taken 
together, is however reasonably consistent; for half the 
countries the import forecasts for 1972 show a slower 
growth than in 1971. In the aggregate the import fore- 
casts show a slightly higher growth rate for 1972 (6.3 per 
cent) which is also rather more than the forecast for 
exports; this might be justified by the revaluation (on 
average) of west European currencies against the rest of 
the world. 


Volume change in GNP and trade (goods and services) 
in thirteen industrial west European countries 


(Percentages and ratios) 


Ratio to GNP 
growth 
GNP Imports Exports Imports Exports 
Actual: оО ae 5.235 10.6 DAS 2.0 
Actual 1971 (provisional) . . 3.0 yell 6.4 1.9 Dal 
Forecast) ПО eee 30) 6.3 Dall 1.6 i) 


The first point to observe is that the projected import 
and export elasticities (about 1.5) for 1972 are low: they 
compare with about 2, for both imports and exports, on 
the average for 1960-1969. One reason for the projected 
decline in trade dependence may possibly lie in a recent 
change in price behaviour in international trade. Until 
1970, import and export unit values, in particular for 
manufactured goods, tended in most countries to rise 
distinctly more slowly than the corresponding prices of 
domestic output.®8 In 1970 and, although to a less extent, 
in 1971, the general inflationary tendencies have spread 
to foreign trade prices (influenced particularly by the 1969 
revaluation of the Deutsche Mark). If this change in price 
behaviour should persist, it might herald a more lasting 
decline in the ratio of foreign trade growth to growth of 
domestic output and consumption, and thus in the rate 
of expansion of international trade. But this can at 
present be no more than a speculation. 


On the other hand, most national forecasters have no 
doubt been able to take into account the effect of the 
exchange realignment—however uncertain these effects 
must be. As the text-table below shows, the realignment 
would in itself increase on balance the price of west 
European exports on other markets; hence unless pro- 
ducers absorb the whole of this price increase, a lower 
rate of growth of west European export volume in 1972 
than in 1971 is quite plausible. 


At the same time, the national projections of the growth 
of import volume may well have been understated: they 
show only a slightly faster growth of imports in 1972 than 
in 1971 despite an acceleration of GNP growth and an 
increase in imports which is much less than the long-term 
elasticity would suggest, although, because of the 
exchange rate adjustments, import prices in west Euro- 
pean currencies have on balance been reduced. 


63 Economic Survey of Europe in 1970, part Il, chap. 1, table 13. 
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Effect of changes in exchange rates since 1 May 1971 on import 
prices in currency of each market (assuming export prices in 
exporter’s currency unchanged) 


Е Е 
Importing area 


Exports from: Rest 
Tree vie. Japan и 
Western Europe. . . — --9 —6 5 
North America .. . —9 — —15 —3 
Aphoeil 5 a ole wees +6 “E15 — +10 
Ко ie mans —3 3 —10 — 


The forecasts do in fact imply a greater rise in import 
volume than in export volume, but the gap, in volume 
terms, may well be rather larger than the sum of national 
forecasts suggests. It is not at all certain how far, if at 
all, the changes in exchange rate would affect the growth 
of intra-west European trade in total, but the effect should 
be relatively small. Thus the greater increase in import 
than in export volume is likely to be concentrated upon 
western Europe’s trade with the rest of the world. 


One consequence of the expected slower growth in the 
volume of west European exports to the rest of the world 
is particularly relevant: it means that foreign demand 
may give only a minor impetus to output growth in 
western Europe as a whole; the effects on west European 
exports and economic recovery in the United States are 
likely to be largely offset by the improvement in the 
United States competitive position. 


Western Europe’s terms of trade with the rest of the 
world should improve (by about 5 per cent) offsetting to 
some extent the increase in the import surplus in volume 
terms. However, this terms-of-trade gain, although it is 
equivalent to no more than 0.5 per cent of combined west 
European GNP, could possibly exert a certain dampening 
influence on the economic recovery. 


In summary, it appears that the sum of national fore- 
casts yields a plausible picture of the growth of west 
European exports, but on present policies, may well 
overstate output growth and understate import growth. 
Thus, the projected rate of growth of output, is signifi- 
cantly less than would be permitted by the productive 
potential of nearly all the economies and would do little 
to reduce the present high rates of unemployment. It is 
clear, too, that the main constraint on more expansionary 
policy is the hope that a continued rather slow growth 
rate, well below what is possible, will eventually succeed 
in reducing the inflationary pressures. It is also clear that 
policy in each country is influenced by the expectation of 
a fairly cautious pclicy in the others. 


In each country, where the means exist to stimulate 
faster growth, the dilemma for policy makers is easy to 
state, but difficult to resolve. There is first the uncertainty 
about whether faster expansion would stimulate infla- 
tionary pressures or absorb them in faster productivity 
growth. This is an old enough problem but the economic 
relationships underlying the answer remain unstable and 
uncertain. [t appears that in 1971 the annual rate of 
increase in average pay was within the range of 10-15 per 
cent (see table 3.3) in almost every country; there was in 


effect no connexion, on a cross-country comparison, 
between the growth rate and the rate of pay increases.% 


One answer to this part of the policy problem has been 
repeatedly pressed: the institution or reinforcement of 
incomes policies which would reconcile a return to nor- 
mal growth rates with a more moderate rate of increase 
in pay and prices. The experience of the past two or three 
years has shown that incomes policies of the traditional 
kind—and particularly the attempt to impose a uniform 
“norm” for the rate of increase in pay rates—have proved 
unacceptable. Controls of this kind have had to be 
relaxed. One reason for their failure has been suggested 
in section 3 of this chapter, where it was emphasized that 
the push for pay increases is largely founded on the 
effort by particular groups to maintain industrial or 
occupational pay differentials.*%° This element in the 
pressure for increased pay has been particularly strong in 
recent years when large increases tended to disturb the 
structure of relative pay. It appears now that incomes 
policies are unlikely to be effective, except perhaps аз. 
very short-lived stop-gaps, unless the authorities are 
prepared to adopt far more elaborate criteria for influ- 
encing the structure of relative pay—a solution which 
most administrations have been reluctant to accept. These 
criteria are indeed difficult to devise and must be regarded 
—if income policies are to become a significant element 
in general economic policy—as a problem for the long 
term. Meanwhile the attempts at uniform restraint can 
be regarded as no more than a rather mild instrument for 
short-term management. 


The second dilemma for national policy-makers is that 
in present circumstances it is difficult to risk expansion in 
a single country without foreknowledge of what other 
governments are planning. In particular, a number of 
individual west European countries might run into 
balance-of-payments difficulties if they were to embark, 
in isolation, on a policy of rapid expansion. However 
satisfactory the present pattern of balances and reserves, 
experience shows how quickly surpluses can turn into 
deficits, and how lengthy and painful is the process of 
reversal. For several countries, too, the possibility of 
large movements of short-term funds across the exchanges, 
greatly exaggerating the effect of minor changes in cur- 
rent accounts, may still constitute a threat to reserves 
and to a monetary balance, even though the wider margins 
for fluctuations in exchange rates should reduce the risks. 
The machinery for mutual consultation and agreement 
on short-term policy is developing, but still rests on 
insecure foundations. 


Yet the need is particularly clear at present for a con- 
certed effort towards faster expansion if the capacity of 
human and capital resources in western Europe is to be 
more fully used. It may be felt that the opportunity now 
exists for a use of spare resources which would, in par- 
ticular, contribute to much-needed improvements in the 
economic and social infrastructure. 


** Rank correlation between increases in earnings (table 3.3) 
and increase in GNP (table 1.1) in 1971: 0.13. 


*° See also ECE: Incomes in Post-War Europe: A Study of 
Policies, Growth and Distribution (1967) especially chapter 1. 


5. DEVELOPMENTS IN SOUTHERN EUROPE 


In contrast with the weak growth rates in most of industrial western Europe, Greece, 
Portugal, Turkey and Yugoslavia all recorded rates of growth of total output in 1971 about equal 
to, or faster than, in 1970 and well in excess of the average growth rates of the 1960s. In Turkey 
and Yugoslavia growth was exceptionally rapid. On the other hand, Spanish output growth was 
slow in 1971. All these countries, except Greece, felt the effects of inflationary pressures. But the 
current deficit declined in Greece and Turkey and the current surplus increased in Portugal and 
very substantially in Spain; thus, domestic demand generally increased more slowly than output. 

The prospects for continued expansion appear good. A recovery of the growth rate is 
expected in Spain. In Yugoslavia, however, the effects of restrictive policy may temporarily hold 


back expansion. 


(i) Output, demand and prices 66 (table 5.1) 


Growth of GDP in Greece slowed down slightly in 
1971, to 7 per cent compared with 8 per cent in 1970 
and an average of 6 per cent in the 1966-1969 period. The 
main reason was the rather small increase in agricultural 
output (3 per cent) in 1971 after the very big increase 
(8 per cent) in 1970. 


In industry the rate of growth increased to 10 per cent 
in 1971 (8 per cent in 1970); although expansion in 
manufacturing slowed down, the growth of mining and, 
even more, of construction accelerated. Most manufac- 
turing branches experienced some slowing down, partly 
because output had increased exceptionally fast in pre- 
vious years as new units came into production, and 
partly because of slower growth of agricultural incomes 
in 1971. Significant exceptions were tobacco processing, 
textiles, leather and chemicals. 


Output of services continued to grow fast in 1971, one 
reason probably being the unprecedented increase in 
tourist spending.°®’ 


There were important changes in the pattern of demand 
in 1971. Commodity exports, which had increased rapidly 
in 1970, virtually stagnated in 1971, while private invest- 
ment, which had expanded very moderately in 1970, 
accelerated in 1971 to the same rate of growth as national 
income. Investment in housing increased by 10 per cent 
in 1971 following a decline of 8 per cent in 1970; and 
there was a significant increase in the inflow of foreign 
capital linked to industrial investment. Public investment 
accelerated from the already rapid rate of expansion of 
1970 and became the most rapidly growing component 
of demand. This was mainly due to a fast increase (22 per 
cent) in public enterprise investment, particularly in the 
energy and the telecommunication sectors. But the rate 
of growth of retail sales, and of the over-all volume of 


66 Sub-sections (i) to (iii) cover Greece, Portugal, Spain and 
Turkey with short notes on Cyprus and Malta. A separate sub- 
section (iv) follows on Yugoslavia. 

6? Travel receipts in 1971 rose by more than 50 per cent and the 
number of tourist arrivals by one-third. 
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consumption (both private and government) slowed down 
markedly, from 7 per cent in 1970 to 5.5 per cent. This 
was reflected in a lower rate of growth of imports of 
manufactured consumer goods. 


The evolution of prices, consumption and employment 
in Greece differed from most other countries. The index 
of consumer prices increased very moderately in 1971 (by 
just over 3 per cent as in 1970). Both registered unem- 
ployment and emigration declined. Earnings of workers 
employed in manufacturing, in the first half of 1971, 
were 9.4 per cent above the corresponding period of 1970 
(against a rise of 5.5 per cent the year before). The slowing 
down in private consumption thus appears to be due to 
the lower rate of increase of agricultural incomes in 1971. 


From the scanty data available, it seems that in Por- 
tugal GDP continued to increase at a rate slightly less 
than in 1970. Total agricultural output probably rose 
little: the dramatic increase of the wheat crop (54 per cent 
over the average of the 1961-1970 decade) was offset by 
a decline in most other major crops (wine, olive oil, etc.). 
Fishing output probably increased marginally. However, 
output in industry and services probably accelerated 
further. The picture emerging from the few data avail- 
able for the manufacturing sector is not at all clear. 
While certain branches, such as cotton textiles and vege- 
table preserves, were badly affected by the weak foreign 
demand, others such as consumer durables, paper pulp, 
artificial fibres, and investment goods branches in general, 
expanded rather rapidly. 


Construction probably experienced a further expan- 
sion; building licences increased during the first quarter 
of 1971 by 7 per cent over the corresponding period of 
1970. The main stimulus may have come from public 
works, which seem to have increased rapidly, while the 
volume of housing and other buildings completed in the 
first half of 1971 was only 40 per cent of the full year 1970. 
Most service sectors appear to have accelerated their 
activities during 1971; the turnover tax collected (reflecting 
internal trade) increased by one-fifth and the number of 
tourists rose by 16 per cent. 
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TABLE 5.1 


Annual changes in output and prices, by sector, in selected south European countries 


(Percentages) 
| 1968 1969 1970 1971 1968 1969 1970 1971 
Greece Portugal 
Change in output, at constant prices (percentage 
change over preceding year) 
Total gross domestic product at factor cost. . . 4.8 8.0 7.7 7.0 7.7 3.0 7.3 
of which: fe mc ne 
Agriculture Пе 1/5 5.0 8.0 9:3 ь —3. A 
Rane eee: SO ee eer И 8.3 9.9 9.6 8.9 5 6.0 8.0 
(СЯ 2х а бою eee wae eh ote 20.1 13.8 8:5 12.8 6.6 5.3 5.4 
о о о оо aie tere @ 6.7 sd 7.4 6.6 6.2 Zo 7/85; 
Distribution of GDP in 1968 and contribution 
to increase in GDP in subsequent years 
АСОИ: Aitkism crete ier relia ite 19.7 12.5 20.0 9.1 17.4 —22.2 1215 
ОЗ и Е, а 22.6 28.0 28.7 29.6 89.5 80.3 44.7 
Сопот о. 8.5 14.6 4.0 15:7 5.3 9.6 4.0 
Senvices). о te en eee ты 49.2 45.1 47.2 45.6 Sipe 32.3 38.7 
Price changes (percentage change over correspond- 
ing period of preceding year) 
GDP deflator (whole year) ......... 1.4 2.5 ys sia all 5:5 33 i 
WiholesalerpricesSmem pierces Ucn sels. lan eure 0 3.9 3.9 4.2 Eby) 3.6 3.4 5.4 
Gonsumme;nprices? semaines nel com ecnen ie 0.3 2.4 3.2 Bid: 6.1 8.8 6.4 16.0 
ОВСА, reef ales сю cc oy gts 0 3.3 3.4 4.5 4.2 8.1 4.9 12.9 
Spain Turkey ° 
Changes in output, at constant prices (percentage 
change over preceding year ) 
Total gross domestic product at factor cost. . . 5.8 6.9 6.3 4.9 6.7 5.9 4.4 TiS) 
of which: 
а о Ре xo alee ous toa С 6.7 —1.1 1.2 6.7 1.9 —0.1 1.4 9.5 
О о ое ое 5.9 11.6 ТЫ 36 J 10.0 9.5 tS 8.7 
оО о оо ово et) ne о 6.8 10.2 9551 р | 10.3 8.8 53 2.0 
Я С ое 5.3 6.1 es Sie 8.7 8.4 Ti? 7.4 
Distribution of GDP in 1968 and contribution to 
increase in GDP in subsequent years 
отм mem ees о ПД —2.8 3.1 20.1 —0.3 10.5 371 
Industry: С Pee Sey: 33.1 55.6 41 И | 292 [20.1 32.9 12.5 22.4 
(Оо о ооо об О С 5.6 8.2 551] вы 6.3 S14) 8.1 1.6 
DS ELVICES Mi а Shes be eg 44.3 39.0 52.1 50.6 39.8 5 69.0 39.0 
Price changes (percentage change over correspond- 
ing period of preceding year ) | 
GDP deflator (whole year). 5 5. 5). 4.9 3.5 5.5 7.1 В! 5.4 8.3 1192 
мувоебае рисеза ев в mnennsn mae es 23 25 1.6 4.6 6.0 6.4 21.6> 
ООО" prices з me nat een 4.9 2.2 Sei ; ay: 6.5 8.1 18.9 
О VOLE оборо ооо оное 4.5 2.0 3.6 10.1 nf 9.6 7.8 19.84 


Sources: Greece—National Statistical Service, National Accounts of Greece, ary 1972, p. 221. 
1960-1969, and Monthly Bulletin of Statistics; ECE Indicators; Bank of Greece, 
Monthly Statistical Bulletin; and data submitted to ECE by the National Statistical 
Service of Greece. Portugal—Instituto Nacional de Estatistica, Anuario estatistico 


гу. Turkey—State Institute of Statistics, Monthly Bulletin of Sta- 
tistics; Т.С. Resmi Gazete, 30 Dec. 1971; OECD, Economic Survey of Turkey, 
1970-1971 Annual Review; ECE Indicators. 


a 7 . 
1969 and Contabilidade nacional, December 1971; ECE Indicators; UN Monthly 1968, 1969, 1970, whole year; 1971, fourth quarter. 
Bulletin of Statistics. Spain—Instituto Nacional de Estadistica, Contabilidad » September-November over September-November. 
nacional de Езрайа, Айоз 1964 а 1969 у avance de 1970; Boletin mensual de esta- с Net domestic product. 


distica, with supplement of January 1972; Informacién comercial espafiola, 27 Janu- 4 October over October 
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_ Private investment probably expanded about аз fast аз 

in 1970 and public investment should have expanded 
faster than private investment (in view of the 1971 budget 
and the upward revision of public investment projects 
under the revised Third Development Plan). It may well 
have been the fastest expanding sector of total demand. 
In the budget speech (November 1971) the Minister of 
Finance said that private consumption continued to grow 
in 1971 under the influence of higher salaries and in- 
creased emigrant remittances. While the latter must have 
played a stimulating role in total demand, real wages 
seem to have risen very little, if at all. Indeed, average 
wages in industry and transport in December 1971 were 
10 per cent (Lisbon) and 14.5 per cent (Porto) above 
those for the same month of 1970, while consumer prices 
had increased by 15 per cent both in Lisbon and Porto.®8 
Rural wages increased somewhat faster,® reflecting a 
growing scarcity of manpower in rural areas due to the 
continued outflow of emigrants. 


Real GDP in Spain increased in 1971 by 5.1 per cent 
(preliminary estimates) mainly due to a good agricultural 
year and to the sustained growth of the service sectors. 
The use of more realistic deflators 70 suggests that Spanish 
national income has increased over the last two years by 
about 10 per cent, which seems well below potential and 
below the recorded average increase of 7 per cent a year 
in the 1960s. 


Agricultural production rose in 1971 by 6.7 per cent; 
most crops registered increases, particularly animal 
fodder crops; wheat production (54 million quintals) has 
increased again by nearly one-third over the 1970 harvest, 
giving rise to new surpluses. In spite of some efforts in 
recent years to adapt the pattern of agricultural supply 
to demand, the maladjustments continued to increase 
and the deterioration of the agricultural trade balance 
was very sharp in 1971.71 The new increase in the support 
price of wheat could lead to even greater imbalances in 
1972. An outstanding feature of the evolution of Spanish 
agriculture in 1971 was the apparent dramatic improve- 
ment in its terms of trade. Prices received by producers 
increased (December 1970) by over 20 per cent and prices 
paid by farmers by only 4 per cent. These figures seem 
difficult to reconcile with the implicit price deflator of 
5.5 per cent used in the provisional estimates of real out- 
put in the agricultural sector. Agricultural salaries 
increased (in money terms) by nearly 10 per cent (Decem- 
ber 1971 over December 1970). Registered agricultural 
unemployment rose by nearly one-third and is becoming 
a serious social problem in Andalusia where 44 per cent 
of the total is concentrated. 


68 Part of the increase is due to the new method of computing 
the “rent” element; the ‘food’? component increased by 12.6 per 
cent (Lisbon) and 15.7 per cent (Porto) in the same period. 

69 By over 16 per cent (men) for December 1971 over December 
1970. 

то Price deflators used in Spanish national accounts have been 
frequently criticized as tending to overestimate real GDP growth. 
Recent examples of this type of criticism are found in Cambio, 
7 November 1971 and 3 January 1972; and the OECD Economic 
Survey of Spain, January 1972, p. 61. ВА 

71 The trade deficit in agricultural products was roughly double 
that for 1970; record production thus coincided with record imports. 
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The cycle in the industrial sector in Spain followed 
rather closely the west European pattern of industrial 
demand. As reflected by orders, demand increased 
rapidly throughout 1968 and 1969 and the hump of the 
boom lasted from July 1969 to April 1970. A decline then 
started, levelling out in February 1971. Order books 
then increased, but the November and December 1971 
enquiries of the Ministry of Industry suggest a recovery 
slower and more hesitant than the earlier contraction. 
Against most forecasts, the recovery in industrial activity 
did not fully materialize in 1971 and in spite of the 
increase in orders output remained stagnant until the 
third quarter of 1971; unemployment continued to 
increase throughout the year in spite of a greater outflow 
of emigrants. 


The modest increase (3.6 per cent) in industrial output 
(including mining, construction and public utilities) in 
the full year 1971 can probably be accounted for by 
involuntary stock accumulation of finished goods and by 
the increase of nearly 30 per cent in the value of indus- 
trial exports. Industrial employment (including construc- 
tion) declined by 0.7 per cent, while average hours worked 
increased by 0.5 per cent. The over-all index of output 
per man-hour thus increased very little (3.1 per cent) 
while industrial prices rose by 4.5 per cent. In construc- 
tion, output declined marginally and estimated unem- 
ployment increased throughout the year by nearly 
40 per cent (December 1971 over December 1970) to a 
record figure of 87 thousand in December 1971. Public 
utilities probably expanded more slowly than in 1971. 
Output of the service sector continued to grow rapidly 
in 1971; a striking feature was the increase in prices (the 
provisional GDP price deflator for the service sector rose 
by 9. > per cent). 


No details are yet available on demand changes in 
Spain for 1971. It is clear, however, that private invest- 
ment demand, particularly in industry and agriculture 
has declined.’? Exports of goods increased by 23 per cent 
(current values) and exports of services have also increased 
substantially. Foreign demand and the public sectors— 
particularly public investment—must have been by far 
the most expansive elements in total demand. 


Stocks probably increased very rapidly (due to agri- 
cultural surpluses and unsold finished and intermediate 
products) and private consumption must have increased 
only very modestly. Average industrial wages increased 
between the last quarter of 1970 and the last quarter of 
1971 by 12.3 per cent, i.e. roughly at the same pace as 
the official cost-of-living index. Agricultural wages rose 
by nearly 10 per cent (December 1970 to December 1971), 
but money incomes in the service sector rose faster and 
could have provided the largest stimulus to total real 
consumers’ expenditure. The cost-of-living index in the 
last quarter of 1971 was 8.5 per cent higher than the cor- 
responding period in 1970, and the food component 
increased rapidly in December 1971. The rise in the 
implicit GDP price defiator (7.1 per cent for 1971) was 


72 The total investment index for the first three quarters of 1971 
was 2 per cent down, and investment in machinery 7 per cent down 
as in the corresponding period of 1970. 
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mainly due to the rapid price increase in the services 
sector. 


The Turkish economy expanded very rapidly in 1971; 
but the expansion was accompanied by very strong infla- 
tionary pressure. The rise in the implied price deflator of 
GNP exceeded 17 per cent (against the already high 9.4 per 
cent in 1970). A major reason is the growing disequili- 
brium in the public sector, the consolidated deficit in 
1971 being expected to reach 4.4 per cent of GNP. The 
growth of domestic product in real terms is estimated at 
7.9 per cent compared with 4.3 per cent in 1970. The 
acceleration of output resulted from an increase of 
9.5 per cent in the agricultural sector and an acceleration 
in the industrial sector from 2.5 per cent to nearly 9 per 
cent, while construction slowed down and the service 
sectors expanded at a rate only marginally faster than 
in 1970. 


Agricultural output increased substantially, due to 
good wheat and barley crops (increases of 30 and 23 per 
cent). Other crops also increased considerably and the 
only important product showing a minor decline was 
tobacco. Output in mining (coal, but not ore) seems to 
have expanded as fast as industrial output. Within 
manufacturing, output of chemicals (particularly chem- 
ical fertilizers) increased rapidly and light manufactur- 
ing output more slowly. Basic metals output (particularly 
pig iron and steel) declined due to a breakdown in a 
major plant. 


There were important changes in the demand pattern 
in Turkey in 1971. Total domestic demand increased by 
8.3 per cent against a growth of GNP of 9.2 per cent: the 
current deficit was drastically reduced, entirely because 
of greater invisible earnings. Gross fixed capital forma- 
tion slowed down again, increasing by only 3.4 per cent. 


This was due to a decline in public investment; private 
investment continued to expand at about the same rate 
as in 1970 and slightly more rapidly than private con- 
sumption (which rose by 7.9 per cent). The most dynamic 
sectors of total demand in 1971 were public consumption 
(which increased by over 55 per cent in money terms, 
mainly reflecting public salary increases, and 17 per cent 
in volume) and stockbuilding which rose by 30 per cent 
in volume as a result of the increased demand for imported 
materials and the good harvest. The decline in public 
investment affected mostly the agricultural, energy, hous- 
ing and tourism sectors, while public investment in 
manufacturing continued to increase. Private investment 
rose rather evenly, but housing still continues to take a 
remarkably large share (40 per cent) of the total. Invest- 
ment in tourism (both public and private) declined in 
1971, and continues to take a very small share (less than 
2 per cent) of the total. 


Inflation became very serious in Turkey during 1971. 
Although the drastic 1970 devaluation contributed to the 
price increases, it is clear that the main cause was the 
budgetary deficit. The Ankara cost-of-living index 
increased between October 1970 and October 1971 by 
nearly 27 per cent and the Istanbul index by 25 per cent. 
In general, all components have risen quickly. 


After slow growth in 1970 (a rise of 3 per cent in GNP), 
the economy of Cyprus expanded rapidly in 1971. 
Domestic production increased by 7 per cent, but the 
current balance probably worsened. 


Fragmentary data suggests that in Malta, economic 
activity was declining in the first half of 1971, but ` 
improved later in the year with greater activity in the 
dry docks and an upturn in the tourist inflow. 


(ii) Trade and payments 


A feature common to the south European economies 
during 1971 was the improvement of their current balance, 
generally associated with steeply rising invisible surplus 
reinforced in some cases by slower import growth. 


The slower tempo of internal demand was reflected in 
Greece in a slower increase in imports (a rise of 14 per 
cent in 1971 against 19 per cent in 1970). All major com- 
modity groups except food and petroleum products 
shared in this general slowing down. Exports increased by 
only 2 per cent in 1971 compared with an increase of 15 per 
cent in 1970. The main reason was the collapse of nickel 
exports from the exceptionally high level of $45 million in 
1970 to less than $1 million in 1971: this reflected the 
general weakness of the world nickel market. Otherwise, 
a deceleration or decline occurred in 1971 in all major 
groups except raw materials (especially cotton and hides). 
Tobacco exports fell, following the exceptional growth 
of 1970; the fall was mainly in exports to the European 
Economic Community (largely due to the preference 
given to Italian Burley tobacco under the EEC common 
agricultural policy), The trade deficit consequently 
widened by $218 million. This was more than offset, how- 


ever, by an increase of $267 million in the invisible sur- 
plus—tourism, emigrants’ remittances and shipping. 
Thus, in 1971 the current deficit declined to $361 million, 
from $410 million in 1970. This was accompanied by an 
increase in the net inflow of capital—mainly because of a 
rise in net borrowing by commercial banks and financial 
institutions—and an increase of $193 million in monetary 
reserves. 


Provisional data for 1971 show an increase in Portugal’s 
exports of 8 per cent and in imports of 12 per cent; if 
trade in diamonds is excluded the increase in imports is 
13 per cent and in exports 8.5 per cent. The worsening of 
the trade balance for the whole year (f.0.b.-c.i.f. data) 
was $108 million. Imports of machinery and transport 
equipment increased more than the average but less than 
in 1970; in general, there has been a noticeable decelera- 
tion of imports. The expansion of exports was also less 
than in 1970, mainly due to a decline in the exports of 
minerals (mostly tungsten) and paper pulp. Exports 
of textiles increased by 15 per cent and there were large 
increases in machinery and transport equipment. Part of 
the slowing down of exports is traceable to exports to 


\ 
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dependent territories, which declined 3.8 per cent following 
the new intra-escudo area payments arrangements (which 
provide for payments of “arrears” from dependent ter- 
ritories). There were no important changes in the geogra- 
phical distribution of Portuguese trade except for a con- 
siderable decline in the trade deficit with the United 
States and an important increase in exports to the United 
Kingdom, most of which was accounted for by diamonds. 


Provisional cash data show an improvement of the 
current balance of payments of continental Portugal with 
non-escudo area countries of 147 million dollars, an 
increase of 129 million dollars in the trade deficit (vis-a- 
vis non-escudo area countries) being offset by an increase 
of 276 million dollars in the invisible surplus (due to 
greater income from tourism and to a greater flow of 
emigrant remittances). As a result of the new intra- 
escudo area payments arrangements the current surplus 
of metropolitan Portugal with its overseas provinces was 
reduced from 95 million dollars in 1970 to 19 million in 
1971. Thus the over-all current balance of continental 
Portugal with the rest of the world (including overseas 
provinces) improved from 134 million dollars in 1970 to 
205 million in 1971. 


In 1971, the current value of imports increased in Spain 
by 4.5 per cent and of exports by 23 per cent. The (c.i.f.- 
f.o.b) trade deficit was therefore $335 million less than 
in 1970. The greater part of the increase in imports took 
place in the second half of the year following the sup- 
pression of the import deposit charge. Thus, while 
imports increased up to July by less than 2 per cent, in 
the second half of 1971 the increase over the correspond- 
ing period of 1970 was nearly 9 per cent. The deceleration 
of imports for the second consecutive year mainly affected 
manufactured goods and some intermediate products for 
industry while food imports continued to increase. 
Imports of machinery rose by 5.3 per cent (though prob- 
ably they fell in real terms). The increase in exports 
covers all main categories. There were no substantive 
changes in the geographical pattern of Spanish trade 
except that imports from the United States declined 
rapidly while exports to the United States increased con- 
siderably faster than the average. 


It seems that Spain earned a very considerable current 
surplus in 1971, probably of more than $800 million 
(estimate based on balance-of-payments data on a cash 
basis and trade statistics). The surplus resulted from a 
decline of about $300 million in the (f.0.b.-f.0.b) trade 
deficit and an increase in the net service surplus—due 
principally to increasing income from tourism—of the 
same order of magnitude. The service balance offsetting 
the trade deficit, the net current surplus corresponds 
roughly to the amount of net private transfers, which 
increased rapidly in 1971. The surplus of $800 million 
compares with one of under $100 million in 1970, and 
regular deficits since the early 1960s. 


In Turkey, a deterioration of $90 million in the (f.c.b.- 
f.o.b) trade balance is expected for 1971, leading to a 
trade deficit of about $450 million. Exports are estimated 
to have increased by 8.8 per cent and imports by 15 per 
cent in the year as a whole. For the period January- 
October, however, exports increased by only 3.2 per cent 
and imports by 12.6 per cent; the full year estimate for 
imports assumes that the import programme for 1971 
will be fulfilled for investment goods and consumer goods, 
but imports of intermediate products are running ahead 
of the programme, probably as a consequence of indus- 
trial re-stocking. Exports of manufactured goods increased 
very moderately in response to the 1970 devaluation. In 
January-October 1971, however, exports of textiles in- 
creased by 29 per cert compared with the corresponding 
period of 1970 and increases also occurred in other 
manufactured goods of less importance, such as chemi- 
cals, and hides and leather. Exports of agricultural prod- 
ucts declined by 2 per cent due to a drop of 20 per cent 
in exports of cotton and a very small increase in tobacco 
exports; but there was an encouraging increase in exports 
of citrus fruit. In spite of the bigger trade deficit, the 
current account deficit is expected to decline by nearly 
$100 million to $75 million, due to an increase of over 
$200 million in emigrants’ remittances more than off- 
setting a substantial increase in interest payments. The 
net capital inflow is expected to decline in 1971 by $122 
million; thus, the basic balance will—if expectations are 
confirmed—change little from that of 1970. 


(iii) Policies and prospects 


Prospects for the Greek economy in 1972 remain 
favourable and it is assumed in the budget that gross 
national income will increase at current prices by 12 per 
cent. With a price increase of the same order of magni- 
tude as in 1971, this would yield a rate of real expansion 
of 8.7 per cent, which would bring the annual average 
rate of growth in the Plan period (1968-1972) close to 
the original 8 per cent target.* The budget itself is 
expansionary, particularly in public investment expendi- 
ture which is planned to increase by nearly 29 per cent 
on the original 1971 estimates. Current expenditure 1s, 
however, planned to expand at a marginally lower rate 


73 In 1968-1971 the rate of growth was 6.9 per cent a year. 


than in 1971. The budget deficit of 12 billion drachmas 
is thus higher than in 1971 by 41 per cent; internal bor- 
rowing, rising by one-third, will finance three-quarters of 
the deficit, and external borrowing, rising by 70 per cent, 
is estimated to finance the rest. 


The increasing stress on development and structural 
policies in Portugal has already been noted in previous 
SURVEYS. The main policy lines during 1971 and at the 
turn of the year continue to follow the orientation of the 
1970 budget law. The most important example of the new 
line is the decision to avoid global restrictions of demand 
in spite of the increasing rise in prices, and instead to 
follow a selective policy of restructuring supply and 
demand. It has also been stated recently that it is not 
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desirable to maintain a surplus in the current balance of 
payments.” Other policy decisions confirm this orienta- 
tion, including the mobilization of domestic savings 
and the encouragement of foreign investment for the 
development needs of the country. The policy of struc- 
tural reform has recently been particularly directed to areas 
where favourable short-term price effects could be 
expected, such as the extension of the national network of 
cold storage, the creation of new regional central markets 
for fruit and vegetables (combined with subsidies to pro- 
ducers’ associations for the construction of storing 
facilities), the revision of some distributive mark-ups, the 
stimuli granted to the establishment of consumers’ 
co-operatives, etc. Nevertheless, several direct price con- 
trol measures have been taken and in many cases the 
previous notification to the Government of price increases 
has been made mandatory. Moreover, it is stated that 
imports will be used to counter inflation if necessary. 


The new budget law aims at accelerating expansion 
by a greater investment effort and further structural 
changes.”° The short-term policies announced in the 1971 
budget, or implemented later, which incorporated stimuli 
to investment in the form of a reduction of the indus- 
trial turnover tax and both more expensive and more 
abundant credit, are continued in 1972. The budget for 
1972 is moderately expansionary, ordinary expenditure 
increasing by 12 per cent and extraordinary expenditure 
by 19 per cent. The main increase in extraordinary 
expenditure corresponds to investment expenditure under 
the Third Development Plan which increases by 25 per 
cent.’® As muchas 30 per cent of extraordinary expenditure 
(corresponding to 15 per cent of total) will be covered by 
public debt issues. Although the increase for 1972 is moder- 
ate (7 per cent), military expenditure still accounts for 
nearly 30 per cent of total central government expenditure 
and greatly exceeds investment expenditure under the 
Third Development Plan.” 


It can now be seen that the stimulating measures intro- 
duced during 1971 in the Spanish economy failed to bring 
about recovery. Although public expenditure was stepped 


74 Statement by the Minister of the Treasury, 1 November 1971. 


75 These policies cover practically every field of economic policy. 
A few examples may be mentioned. Agriculture—further credits for 
the special fund of land improvement (new cenires for agricultural 
management teaching); new law of 29 May 1971 in support of 
the livestock sector, etc. Industry—the new industrial development 
bill of March 1971 is not yet fully operative but four sectors have 
already been selected for special action: mining, food processing, 
metal making, and chemicals, particularly petro-chemicals. Other 
elements are the important extension of the north petrol refinery 
and the new project of the south refinery; the combined industrial 
project zone of Sines (pyrites and petro-chemicals); and the crea- 
tion of several technical centres. Trade—new exporters’ groupings 
under study (cork conglomerate and fish preserves), “‘concerted 
action’ agreements for export promotion. Finance—new adminis- 
trative structures and rules for the National Development Bank, 


Law of 22 September 1971 authorizing the issue of convertible 
bonds. 


*® The two most important projects in 1972 are the Cabora 
Bassa dam (in Mozambique) and the Sines industrial area (in con- 
tinental Portugal). 


77 The development plan has been revised. Investment and 
growth targets a.e generally stepped up but foreign demand targets 
are reduced to more realistic levels. 


up at the end of the year, too much reliance was put оп _ 
monetary and credit policies.”* By the end of 1971, credit 
was cheap” and plentiful but the demand did not 
increase as was expected and easy money has been 
reflected more in higher prices than in increased output. 
Following the pause in the process of recovery (reflected 
in stagnant order books in industry during November 
and December), the Spanish Government has taken more 
vigorous measures in the fiscal field—particularly a tax 
rebate of 7 per cent on investments firmly ordered before 
30 June 1972 and expansionary public sector expenditure. 
The State budget presented to the Cortes on 26 February 
1972 8° foresees an increase in total expenditure of 13 per 
cent above the original estimates for 1971. Deficit 
financing will cover as much as 38 per cent of total State 
expenditure which is greater than the share of investment 
in total budget expenditure (32 per cent). Public sector 
investment (including autonomous bodies, local corpora- 
tions and public enterprises) will increase by 24 per cent. 
Other important policy measures aimed at a rapid 
acceleration of economic activity are the stepping up of 
public works contracts (to be started immediately), earlier 
starts of subsidized housing, the issue of 15.5 billion 
pesetas by the INI, and further stimuli to enterprise con- 
centration 81 and foreign investment.® 


Facing abundant excess capacity at the end of 1971, the 
reluctance of Spanish entrepreneurs to indulge in greater 
investment expenditure is understandable. The main 
question at present is whether the stimuli to private 
investment and the deficit expenditure of the public sec- 
tor will be sufficient to trigger off (during the first half 
of the year) a considerable increase in total expenditure 
before or at the same time as private consumption 
expenditure starts to recover. Much, it seems, will 
depend on the wage increases obtained under the new 
collective contracts 83 under negotiation. If wage increases 
are large enough to allow a rise in consumer expenditure, 
the business climate, which continued to be grey until 
early February, might change quickly; if so, the official 
estimate of a 6 to 6.5 per cent increase in GNP in 1972 
might well turn out to be conservative. 


According to the annual development programme for 
1972, the GNP of Turkey should expand by 7 per cent in 


® The Spanish credit system has been considerably reshaped 
as a result of the Law of 19 June 1971 regarding “official credit’’, 
which has important repercussions on the whole financial and credit 
system. In general, the new system increases both the flexibility and 
controlling power of the Central Bank over the banking system. 
New and more rational rules are fixed for legal cash and investment 
ratios, special credit and rediscount lines are abolished, as well 
as subsidized active interest rates. Saving banks will be able to 
grant export credits, etc. 


”® The rediscount rate was lowered in January, April and finally 
(to 5 per cent) in December 1971. 


8° The practice of two-yearly budgets has been discontinued and 
a start has been made on the functional breakdown of expenditure. 


1 The new law provides further stimuli (mostly fiscal) and 
unifies diverse legal rules. 


** By a new procedure called “fiscal consultation”, which enables 
foreign investors to ascertain precisely in advance their fiscal duties 
in specific investment projects. р 


8з Оп 31 December 1971, 600 collective contracts, 


a , covering 
about 2 million workers, expired. 


a ев НиеивраЫИЫ 


real terms. As the programme stands it implies a consid- 
erable change in the pattern of demand; consumption is 
expected to slow down (both private and public) but fixed 
investment should increase 23 per cent, mainly due to a 
30 per cent increase in public investment. The big increase 
in stocks in 1971 is expected to decline. Domestic saving 
1s expected to increase in real terms by 13 per cent and the 
current balance-of-payments deficit to be three times 
higher than in 1971, thus financing nearly 10 per cent of 
investment. According to the programme, public sector 
expenditure will increase in 1972 by 16 per ceut (at 
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current prices) and public sector receipts by 27 per cent; 
thus the public sector deficit should decline by nearly one- 
half from that foreseen for 1971 to about 2 per cent of 
GNP against some 4.4 per cent in 1971. This assumes a 
considerable increase (of 46 per cent) in taxation, and it 
seems highly doubtful that it could be achieved—particu- 
larly following the 33 per cent tax revenue increase already 
obtained in 1971. If revenue does not increase so much, 
the internal disequilibrium associated with deficit spend- 
ing would continue to be very acute and lead to a pro- 
traction of the present sharp inflationary pressure. 


(iv) Yugoslavia (table 5.2) 


The economic situation of Yugoslavia in 1971 was 
characterized by very fast growth of output and demand, 
associated with accelerating inflationary pressure and a 
precarious, although improving, balance of payments. 
Non-agricultural output grew rapidly for the third year 
in succession, indicating that the major problems of cost 
adjustments created by the economic reform of 1965 
have been largely solved. The accelerated expansion of 
total output in 1971 was, however, due mainly to a 
recovery of agricultural production. The rate of growth 
has been increasingly threatened by disturbances to the 
balance of payments, brought about by growing instabil- 
ity on the market and an industrial structure not yet 
fully adapted. To improve the internal and external 
balance of the economy the rate of growth is planned to 
rise more slowly in 1972, in fact considerably below the 
full capacity rate. 


The growth of output 


In 1971, output (gross material product) grew by 
8.5 per cent (6 per cent in 1970): in industry by 10 per 
cent (9 per cent in 1970), in agriculture by 6 per cent 
(after a fall of 4 per cent in 1970) and in services by 
8 per cent (6 per cent in 1970). Total output grew much 
faster than forecast at the beginning of the year, and out- 
put in each sector grew faster than expected. Growth was 
sustained by plentiful supplies of imported and domestic 
materials and by rising labour productivity which, as in 
1970, accounted for half the increment in non-agricul- 
tural output. Foreign trade also contributed to the growth 
of output but mainly through an increasing import sur- 
plus which permitted a better utilization of capacity. The 
improved supply of materials, together with the recovery 
of agricultural output, largely explain the overfulfilment 
of expectations. 


The supply of material inputs was satisfactory (their 
domestic output increased by 10 per cent and their import 
surplus by 25 per cent), additions to capacity were con- 
siderable (following a 10 per cent increase in investment 
in each of the last three years) and employment outside 
agriculture went up by 180,000, or 4.8 per cent (4 per 
cent in 1970). In addition, 70,000 people emigrated 
abroad. But registered unemployment went down by 
only about 18,000. 

Another favourable element was the improvement in 
the industrial output pattern which started in 1970 and 
was reinforced in 1971 along with improvements in the 


price system and larger investment available for lagging 
industries. Growth elasticities (the growth of industrial 
branches relative to that of total industry) remained high 
in chemicals and electro-engineering (1.7 and 1.4 res- 
pectively), and increased in industries formerly lagging 
behind such as non-metallic minerals (1.9), oil (1.2), elec- 
tricity (1.3), ferrous metals (1.2), and timber (1.2), con- 
struction materials (1.1) and non-ferrous metallurgy 
(0.20). In a number of branches elasticity was less than 
unity. The improvement in industrial structure still has a 
long way to go before it becomes satisfactory. In agri- 
culture, livestock production increased its share of out- 
put. In construction, operations abroad account for an 
increasing proportion of total activity; foreign branches 
of Yugoslav construction enterprises now employ 20,000 
workers and their output in 1971 amounted to roughly 
$300 million, 30 per cent more than in 1970. 


Inflationary pressure 


The increase in prices accelerated in 1971. Unit labour 
costs rose by 18 per cent (14 per cent in 1970); at the same 
time, prices of energy, steel and some foodstuffs were 
raised to improve the structure of domestic prices; more- 
over import costs rose with the 20 per cent devaluation 
of the dinar on | January 1971. Finally, there was an 
element of demand inflation. Retail prices rose by 15 per 
cent. 


With an increase in average money wage-earnings of 
22 per cent in 1971 (19 per cent in 1970), disposable per- 
sonal incomes increased by 30 per cent. Although the rise 
in real average wages was only 6 per cent (less than in 
1970 or most recent years), increasing employment and 
the recovery in farm incomes brought about a rise in the 
volume of total private consumption of 7.5 per cent 
(10 per cent in 1970); imports of consumer goods increased 
in 1971 by about 13 per cent, or faster than domestic 
output. Government expenditure, in current prices, rose 
by 18 per cent, although with rising tax revenues the 
budget deficit fell. The value of stockbuilding also rose 
faster than the year before, and a larger part of it was 
financed by credits.84 The value of fixed investment in- 
creased by more than 11 per cent, but in volume terms 
fell by 6 per cent; the dollar value of imports of capital 
goods rose by 11 per cent. 


84 Raw material stocks alone rose by 15 per cent in 1971. 
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TABLE 5.2 


Yugoslavia: selected indicators, 1956 to 1971 
eer es ee ee eee 


Absolute Annual compound Annual percentage changes 
71069 ; 1 956 1965 1966 1967 1968 1969 1970 1971 
GMP, volume (billion dinars) ... 131.9 9.2 8.5 2.6 4.0 10.4 6.1 8.5 
Industrial production ...... 12.1 4.9 0.0 6.6 11.1 9.0 10.4 
of which: 
(Оо 6 5 ga oo 6 1955 6.2 —1.2 7.1 9.9 10.0 11.0 
барда а. а. 12.6 22-5) 12 UH 11.1 8.0 10.0 
Intermediate goods ...... 2 9.7 0.0 6.0 12.4 9.0 10.0 
Industrial output рег worker ... 57 Siz 0.8 6.9 7:3 4.8 5.5 
(Оо ов 6 o oo a Ga ¢ 11.9 —5.0 6.2 4.5 9.0 9.0 —1.0 
Арнещииано ри в nee ine 5.48 15.8 —0.8 —3.8 9.5 —4.3 6.0 
Expenditure, volume (billion dinars) 
Gross fixed investment ...... 33.9 13.0* 2.9 —4.3 1 10.0 11.0 —8.5 
Personal.consumption ...... 72.4 9.5 №5 6.6 3.6 9.5 10.0 eS 
Foreign trade, value ($ million) 
НА а ма м on 1 474 14.4 11.8 2.6 1.0 16.7 13.9 8.2 
Imports Си о. ро. 2 134 11.8 22.3 8.4 9-2 18.8 34.7 1352 
Gold and foreign exchange reserves 254 A 80 115 160 254 140 350 
Employment (thousands) 
Non-agricultural employment . . . 3 584 Sal) 2 —0.6 0.7 33 3.9 4.8 
Registered unemployed» ..... 170 ae 178 199 197 170 141 123 
Vacancies?s ys a isin. me ee 21 5 44 34 36 21 25 38 
Wages (dinars) 
Real earnings рег Веаа ..... ie 7.0 14.3 5.0 3.6 6.9 Ses 6.0 
Nominal earnings (monthly) (billion 
GINS) О ee er es ase es 990 10.3 37.2 13.6 9.0 15.0 19.0 22.0 
Personal disposable шсоте® (current 
DEICES) ae wren Bier ice Ве 90.6 a 30.5 8.6 12.8 22.8 24.5 30.0 
Household savings (current prices) . 15.6 we 65.0* 17.1 АЕ 36.8 37.8 43.5 
Prices 
ОЕ поро © on ees he 23.04 7.0 4.5 7:5 10.0 15.1 
Producer prices of industrial products 3.0 11.0¢ 2.0 0.0 3.0 9.0 15.0 
Producer prices of agricultural 
DLOGUCISE о: WAT) 16.04 —3.0 —3.8 9.0 15.0 26.0 
Amount outstanding December 1968 November 1969 November 1970 
end December 1969 to December 1969 to November 1970 to November 197] 
Liquidity ® (in million new dinars) (Changes in million dinars) 
Валки same erence 64 079 9 383 13 949 11 615 
18 655 ЧЕ ЕО особое 14 055 1502 962 2654 
Sales or purchases of foreign exchange 
aNasOthers' arsenate ie —4121 —1758 —4 262 —] 207 
Total liquid resources ...... 45 903 6 123 8 725 7 754 
Мопеу OOM 3 5 b6 po 6 oe 32 608 3015 5 806 5 632 
Currency in circulation. .... 11 935 2 351 3 244 3 036 
(ОЕ 2 ое бо боб 18 397 1 208 3 079 2 694 
of which: 
Enterprises; авео. 6 745 —332 743 1 503 
Bloat? о ae eee 2 276 —44 SS —98 
All other sight deposits. . .... 13 295 2 608 2 919 2122 
Sources: National statistics. 4 Periods when a price reform was carried out. 
a d ere —195 = e aes Pee . : ь : 
: a ra rages for 1955-1956 and 1964-1965, ” В Ио in the hands of the population, 


© Рог 1971, ten months only; all figures include net additions to hire-purchase 
credit outstanding. 
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The attempts to control inflationary pressures instituted 
early in 1971 cannot therefore be said to have been 
rapidly effective. The policy instruments proved inade- 
quate, there were certain inconsistencies in their applica- 
tion, and the time lags were longer than expected .°5 Never- 
theless, by the end of the year there were signs of a slowing 
down in wage and price increases and in investment. 


Inconsistencies in the application of anti-inflationary 
policies often arise because general measures, such as 
monetary policy, if applied rigorously threaten output, 
employment and standards of living. The restrictive effects 
of the price freeze and the ceilings on the increase of 
wages, government expenditure and credits, introduced 
at the beginning of the year to fight inflation, were 
largely offset by income-raising measures: in particular, 
the discontinuation of the federal tax on wages, reduc- 
tions in turnover tax on some inputs, increases in the 
prices of some products, services and foodstuffs (to 
offset devaluation costs to the producers and improve 
the price system). At the same time, devaluation increased 
exporters’ profits. Also, many exceptions were made to 
the price and wage controls; wage control involved 
compensation for cost-of-living increases, the wage con- 
trol and the credit squeeze were already eased in the 
second quarter of 1971 and the limits on government 
expenditure were broken as the result of a large inflow of 
tax revenues from fast expanding imports and domestic 
trade. As prices continued to rise quickly, a new set of 
measures was introduced in July; but again the restric- 
tions (reduced lending capacity of the banking system, 
30 per cent deposits on non-productive investments) were 
partly offset by expansionary measures (stimulants to 
exports, an increase in some food prices intended to 
restore the profit level in agriculture) and the credit 
squeeze was abandoned as early as August. Finally in 
November, with inflation continuing unabated, the prices 
of all products (except coal) and services were frozen 
until March 1972. In addition, the limits on wage increases 
were again tightened and credit was again restricted. The 
new wage and price controls are intended to break the 
wage-price spiral and to gain time until new income 
policies are implemented. 


The major deficiency in the anti-cyclical machinery is 
an almost exclusive reliance on monetary policies and 
physical controls. Incomes policies were limited to 
temporary ceilings on wage increases, which tend to soar 
again when the ceilings are removed. New and more 
systematic incomes policies to come into effect in 1972 
are described below. Further shortcomings arise from 
the difficulties of using fiscal policies; although the scope 
for fiscal policy has been narrowed by the recent decen- 
tralization (in July 1971 federal resources were cut from 
25 to some 12 per cent of national income), some Improve- 
ments may be expected from the progressive taxation of 
enterprises’ incomes soon to be introduced on a regional 


basis. 


Since enterprises depend heavily on credit, monetary 
policies should take effect relatively quickly. In reality, 


85 See ECE, Economic Survey of Europe т 1970, part Il, рр. 61-62. 


however, monetary policies have not been successfully 
applied. Credit restrictions have either been offset by 
other income-raising measures, or have led to liquidity 
crises in enterprises (resulting for example from wage 
increases) which have had to be relieved by new injec- 
tions of credit; thus cost-inflation is reinforced by demand 
inflation, Demand for credit is in any case difficult to 
restrain when interest rates are limited to 8 per cent 
— а very low real rate given the recent rate of inflation. 
Efforts are now being made to oblige enterprises to 
accumulate a certain minimum of working capital out 
of their own resources. 


The balance of payments 


In 1971, exports of merchandise increased by 8 per 
cent in value and imports by 13 per cent (as compared 
with 13 and 35 per cent respectively in 1970); exports of 
services rose by 28 per cent and imports by 30 per cent. 
The biggest increase was in exports to eastern Europe. 
Exports of chemicals, machinery and consumer goods 
increased most, while imports were dominated by inter- 
mediate goods and machinery. The balance of payments 
improved somewhat: the increase in the trade deficit (by 
$236 million) was more than offset by the increase in the 
surplus on services (by $265 million) 86 leaving the deficit 
on current account (including interest payments) at 
$315 million as compared with $340 million in 1970. The 
deficit was financed by borrowing from abroad on a 
scale which also permitted a substantial increase in 
foreign exchange reserves (they rose by over $200 million). 


As a result of the policy measures, there was a signifi- 
cant improvement in the course of 1971. The growth of 
exports accelerated and that of imports slowed down; the 
deficit on current account of $468 million in the first half 
of 1971 turned into a surplus of $149 million in the 
second half. A more substantial improvement might, 
however, have been expected in view of the devaluation 
in December 1970 and the import deposits and sur- 
charges introduced in July 1971. It appears that large 
price increases at home, and available credits at rela- 
tively low rates of interest, greatly reduced the costs of 
these measures to importers. 


Prospects and policies 
The Federal Planning Office projects a considerable 
fall in the growth rate in 1972. Their forecasts for the 


year are: 
Per cent 


Total output (gross material product) ....... 5.5 
of which: 
ОЗУ tee mic ee ea tenants ene ee nies aL 5.5-6.0 
ARTICUIEITC ее в Meee ee te ae on cme Te 1.5 
Non-agricultural employment ..........- 25 
Private consumption 3.0 


€ollectivelconstmption; - 25 = 5). ew = 1.8 


Gross fixedinvestment . . 4 =: .:.5.s.«« «3: 3.54.0 
Exports of goods and'servicesS . . 5. 5 ss us : 12.0-14.0 
Imports of goods and services. ........- 6.0 
Retailipricess ones ее 5.0 


86 Gross receipts from tourism rose from $274 million in 1970 
to $359 million in 1971 and emigrants’ gross remittances from $501 
to $716 million. 
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(It may be noted, however, that the Institute for Market 
Research forecasts a much smaller increase in exports 
and a decline in imports.) 


The expected 5.5 per cent increase in total output 
compares with a medium-term projection for 1971-1975 
of 7.4 per cent a year (8 per cent in industry); both rates 
are higher than actually achieved through 1966-1970. 


The Planning Office’s prognosis is based on the expecta- 
tion that restrictions introduced in 1971, further rein- 
forced by the new credit squeeze and restrictions on wage 
increases introduced in early 1972, will reduce demand 
pressure. Signs of a slow-down in the growth of demand 
have already appeared: the increase in industrial stocks 
has accelerated (in the first 7 months of 1971 stocks 
absorbed 6 per cent of the increment in industrial output 
but 14 per cent in the first 11 months); the inflow of new 
orders including export orders has declined and price 
increases weakened even before the price freeze in 
November. 


A continued improvement in the foreign balance is 
expected for several reasons: the delayed effects of the 
devaluation of end-1970; the effects of the further deval- 
uation of December 1971; increased export credits and 
tax concessions; more rigorous restrictions on imports of 
consumer goods; and finally the impact of the expected 
slower rise in domestic demand.®’ The less expansionist 
view of the Institute for Market Research puts more 
emphasis оп the recent decline in export orders.*® 


In present conditions, as is indicated by the prognosis 
for 1972, the restoration of internal and external balance 
depends on slowing down the growth of output in spite 
of unused capacity and ample labour resources. For the 
longer term, however, consideration is being given both 
to structural improvements, including further adjust- 
ments of domestic prices to world market price relatives, 
and to the establishment of a much more systematic type 
of incomes policy which should reduce the need for 
“stop-go”’ action. 


The new incomes policy was worked out in 1971, but 
will not be put into effect before the summer of 1972. 
The new system is based upon agreements between 
regional governments, economic chambers representing 
employers, and trade unions. The regional approach 
includes informal co-ordination of principles for the 
country as a whole. 


The common principle is the provision that (a) in each 
region as a whole, the growth of wages should reflect the 


87 In the longer term, the liberalization of restrictions on profit 
remittances by foreign investors, especially by encouraging invest- 
ment and industrial co-operation, should assist the balance of 
payments. 

_ 88 During the first half of 1972 exports rose by 23 per cent and 
imports fell by 12 per cent. 


growth of productivity and (6) more productive enter- 
prises should save a larger proportion of their income 
(i.e. added value) than less productive enterprises. The 
justification for this differentiation between enterprises 1s 
that a large part of differences in productivity is due to 
differences in capital equipment which are social prop- 
erty, and to a dual price system or monopolistic posi- 
tions which are externally determined. 


These principles are to be applied in two steps. First, 
there are to be agreements fixing maximum and minimum 
wages in the region; in Bosnia, for instance, maximum 
pay should be 4.8 times the average for the region and 
minimum pay 65 per cent of the average. Secondly, the 
proportion of income of each enterprise to be saved each 
year is calculated with the help of formulae (based on 
accounts for the previous year) relating high savings to 
high productivity. Each region can choose one of a 
series of alternative formulae (they are not in fact very 
different) .®° 


Regional per capita income and wages are calculated 
by regional accounting offices. Productivity is defined as 
added value per employee expressed in job evaluation 
points which are determined by skill and qualifications. 
Differences in productivity among enterprises are ex- 
pressed by the ratio of income per employee to the 
income per employee for the region as a whole. 


The aims of the policy are (a), to improve anti-cyclical 
machinery and maintain the existing savings ratio, which 
should help stability, growth and planning efficiency; and 
(6), to relate remuneration more to individual efforts and 
less to differences in capital intensity and in privileges 
arising from a dual price system and monopolistic posi- 
tions. But the influence of the latter factors is not alto- 
gether eliminated, since they are required to stimulate the 
introduction of new techniques and improvement of 
skills; in the long run the interest of working collectives 
to invest in capital-intensive techniques and to raise skills 
may be affected if wage levels are unduly detached from 
capital intensity and skills. It may be expected that in the 
short run incomes policies will check rapid increases in 
wage costs and narrow somewhat wage differentials, less 
so within enterprises and between regions than among 
enterprises in the same region. 


89 The simplest of these formulae is 
Е = 58.2—(34.2 = О) 


where: F = percentage of savings to income (with a minimum 
of 4 per cent) and 
О = ratio of enterprises’ income per employee to income 
per employee in the region. 


This means that an enterprise with average income (added values) 
per employee would retain 24 per cent of income; for an enterprise 
with twice the average, the proportion would be 41 per cent: for 
an enterprise with half the average, the proportion would sink to 
the 4 per cent minimum. 


CHAPTER 2 


RECENT ECONOMIC DEVELOPMENTS IN EASTERN EUROPE 
AND THE SOVIET UNION 


1. A SUMMARY VIEW OF ECONOMIC DEVELOPMENT IN 1971 


The economic situation in eastern Europe and the 
Soviet Union, in 1971, was characterized by a contin- 
 uing and fairly high rate of output growth and a slack- 
ening in the growth of foreign trade. Agriculture was 
generally satisfactory and the growth of industrial pro- 
duction remained rapid, although slower than in 1970. 
Private consumption tended to rise less than the net 
material product. However, pay increases have been kept 
below productivity gains and the increase in the money 
incomes of the population has been well matched, in the 
aggregate, by an increase in consumer supplies. Changes 
in consumer price levels have been insignificant in most 
countries, but maladjustments between supply and 
demand patterns were intensified in some cases. 


The performance of agriculture and industry is des- 
cribed in more detail in section 2. Agricultural produc- 
tion rose steeply in Hungary and Romania (where it 
declined in 1970) and also showed improved results in 
Czechoslovakia and Poland. In Bulgaria and apparently 
in Albania, the growth of agriculture slackened slightly 
and, although the results for the German Democratic 
Republic were probably less favourable than in 1970,1 
total agricultural production in eastern Europe evidently 
surpassed all previous records. In the Soviet Union, 
agricultural output equalled the level of 1970, a record 
year. 


The growth of industrial production was generally 
slower than in 1970, except in Albania where it was faster 
and in Bulgaria where it was about the same. In eastern 
Europe as a group, industrial production increased by 
an estimated 7.5 per cent in 1971 against 8.4 per cent in 
1970. In the Soviet Union, the increase was 7.8 per cent 
in 1971 against 8.5 per cent in 1970. 


Mainly because of these changes in agricultural and 
industrial output, but also because of changes in the ratio 
of added value to gross output in industry, the growth 
of net material product (or national income produced) 
speeded up in Hungary, Poland and Romania, and 
slowed down in Czechoslovakia and the German Demo- 
cratic Republic (table 1.1). The results for the combined 
national output of eastern Europe (not including the 
Soviet Union) was an acceleration in the growth rate 
from 5.6 to 6.8 per cent. In the Soviet Union, the growth 


1 Judging by scattered information. No aggregate figure 1s 
available for the German Democratic Republic. 
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of net material product slowed down from 8.5 to some 
6 per cent. 


The planned growth rates of the net material product 
for 1971 were exceeded in Poland and, to a lesser extent, 
in Hungary. They were just about reached in the German 
Democratic Republic, Romania and the Soviet Union. 
In Bulgaria and Czechoslovakia actual growth of national 
output fell short of the planned target. 


Changes in gross output and in added values may not, 
of course, be identical and it is somewhat difficult to 
relate, with precision, the growth and the degree of plan 
fulfilment of national income—representing a measure 
of added value—with the growth of the major sectors as 
measured by changes in gross output. It appears how- 
ever that differences among countries in the changes in 
their respective rates of growth of national product were 
largely determined by developments in agriculture. In 
Romania, gross agricultural production rose by 18.2 per 
cent following a decline of 5.2 per cent (see table 1.2). 
This permitted an acceleration in the growth of the 
national income from 6.6 to 12.5 per cent (exactly as 
planned) although the growth of gross industrial pro- 
duction slowed down slightly and the decline in the 
growth of construction was sharper. Similarly, in Hun- 
gary an upswing in agricultural production of 9 per cent 
following a 5 per cent decline permitted national income 
to rise by 7-8 per cent, which was somewhat more than 
planned, as against 4.9 per cent in 1970. The growth of 
gross output of both industry and construction slowed 
down, the former being below target. In Poland, the 
acceleration in the growth of the net material product 
from 5.2 per cent to some 7.5 per cent—as against a 
planned 5.9 per cent—was also connected with a faster 
growth of agricultural output, although an improvement 
in the net/gross proportion of industrial output and the 
quicker pace of construction must also have played a 
role. The growth of gross industrial output slowed down 
somewhat in Poland, and the rate of expansion of con- 
struction rose from 4.6 to 8.7 per cent. 


In the Soviet Union, the slow-down in the growth of 
national product was also greatly influenced by the 
change in agricultural output. The absence of a further 
increase in agricultural output in 1971 (following a 10 per 
cent rise in 1970) was the main factor behind the decline 
in the national income growth rate—from 9 to some 
6 per cent. The growth of gross output of industry and 
construction decelerated only slightly and there may have 
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TABLE 1.1 


Growth rate of national income produced 
Ее ie es ee ee ee ee 


Aon 1971-1975 
Country ones 1970 1971 ts pate gibt, 
average average 
"Albanial що as Ges 9.2 6 $. 12 13.4 9.2-9.9 
Е она п. она 8.7 UP 7.0 ca. 9 Canoe 7.7-8.5 
Czechoslovakia ...... 6.8 5.8 4.6 5.2 5 Sal 
German Democratic Republic 5.2 52 4.5 4.5 4.6 4.9 
Hungary eon ев 6.8 4.9 7-8 7 5-6 5.5-6.0 
Poland sacar. orn eee eon 6.0 9.2 са, 225 5.9 6.1 6.7-6.8 
Romaniaaeee eee. ere ell 6.6 1225 са. 15 11-12 11.0-12.0 
Bastern) Burope* 1... 6.5 5.6 6.8 6.8 6.5 6.8 
Sewn Winter 5 о 9 a abe Well 9.0 6* 6.1> 6.2» TAL 
Byelorussian SSR 9.3 8 8 8 7.6 8.0 
WkrainianisS Ramsemenn nen 6.8 6 55) 6.6 5.6 6.6 
Eastern Europe and Soviet 
Union Ser aa ee eres: 7.4 8.0 6.2 6.5 6.3 ca. 7.0 


Source: National statistics; CMEA Yearbook 1971; plans and plan-fulfilment reports. 
а Excluding Albania. For a detailed description of the composite index see Economic Survey of Europe in 1969, part П, р. 1. 


» National income distributed. 


been some improvement in the net/gross proportion in 
industry. In Bulgaria, the growth of national income 
remained at about 7 per cent, against a planned accelera- 
tion to 9 per cent; this was largely because of a less than 
expected gain in agricultural production. The growth of 
gross agricultural production fell from 3.6 to 3.1 per 
cent, compared with an expected rise of some 7 per cent. 
A contributory factor was the slow-down in the growth 
of construction but the gross industrial output expanded 
at about the same rate as in 1970. 


In the remaining two countries, the contribution of 
agriculture to national income is relatively small and the 
effect of fluctuations in agricultural output less important. 
In Czechoslovakia, the growth of national income slowed 
down from 5.8 to 4.6 per cent, against a planned 5.2 per 
cent. The growth of gross agricultural production accel- 
erated from 1.1 to 2.8 per cent which, however, was less 
than planned. Gross industrial production rose by 6.9 per 
cent as against 8.5 per cent in 1970, whereas the gross 
output of construction accelerated from 7.9 to 9.7 per 
cent, in both cases the performance for 1971 being better 
than planned. In Czechoslovakia, the deterioration of the 
ratio of net to gross output in industry was partly res- 
ponsible for the slow-down in national income. In the 
German Democratic Republic, the slow-down in national 
income growth from 5.2 to 4.5 per cent was associated 
with a slow-down in the growth rate of gross industrial 
production from 6.5 to 5.5 per cent, the effect of which 
was partly offset by an acceleration in the growth of 
construction from 4 to 5.7 per cent. A significantly slower 
increase in agricultural output must rank among the 
factors contributing to the slow-down in the growth of 
national product. 


Since foreign trade balances account for only relatively 
small proportions of the total, changes in the growth rate 
of the domestically-used product (domestic expenditure 


on the net material product) have usually been in the 
same direction as changes in net material product. But— 
reflecting the general improvement in trade balances 
(noted below)—the growth of domestic expenditure 
tended to accelerate less, or to slow down more, than the 
growth of national product (table 1.3). However, in 
Hungary, domestic expenditure grew much faster than 
material product, for the second year in succession. 


Private consumption rose about as fast as net material 
product in Poland and the Soviet Union. It rose some- 
what faster in Czechoslovakia but lagged behind in 
Bulgaria, the German Democratic Republic, Hungary 
and, to a larger extent, in Romania. In comparison with 
1970, the growth of private consumption was greater in 
Poland and Romania (where the growth of national 
product accelerated) and, also, in Czechoslovakia where 
private consumption had increased very little in 1970. 
The growth of private consumption slackened in the 
Soviet Union, mostly reflecting the decline in the growth 
of national product, and also in Hungary where the 
increase in 1970 had been extremely fast. 


Changes in consumers’ money incomes and in market 
supplies are reviewed in detail in section 3. The growth 
of money incomes accelerated sharply in Poland and also 
increased somewhat faster than in 1970 in Czechoslovakia 
and, apparently, Romania, and more slowly in the 
Soviet Union, Hungary and the German Democratic 
Republic and apparently in Bulgaria. Average real wages 
rose significantly in Poland (5.3 per cent) and in Czecho- 
slovakia (4.1 per cent). In the other countries, the increase 
ranged between 2 and 3 per cent. In all countries of the 
area except Poland, the growth of gross output per worker 
in industry exceeded the growth of nominal wages, the 
margin being rather wide in Bulgaria and Romania. 
Changes in the price level of consumer goods remained 
small, the biggest increase in the cost-of-living index being 
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TABLE 1.2 
Sources of growth of the net material product 


(Percentage change from preceding year) 
eae a eS OS Re lg es Une ae TnL 


1968 1969 1970 he iid he 
plan actual plan 
Bulgaria 
Nef materialiproduct оо 6.1 9.9 Yor ©, 90) diy BB 
Gross output: 
oe т т “0 4 10.4 9.9 9.3 10.0 9.5 def 
griculture И eee ee —7.3 В 3.6 7.0 Soll 6.0 
@onstructionyare, sever, сое 30 11.0 4.0 3:2 8.0 5.9 
Czechoslovakia 
INeEimatentali prod cham sen ane aie ae UP 7.3 5.8 52) 4.6 5.0 
Gross output: 
Industry pele 5h dete Ratt ult ioe 15355) 5.4 8.5 557 6.9 
Agriculture VIR 0 ere oF. 558) 2 1.1 4.1 2.8 5.0 
Gonstiiction ees ewe lash Ем 83 6.0 79 8.5 9.7 ca. 10.0 
German Democratic Republic 
INetmaterialliproduct#s ates) bla - Sil 557 5) 4.5 4.5 4.6 
Gross output: 
Tidustry; Wey oe eres 5 7.0 6.5 5.4 5,5 5455) 
О И а ee. he ee) a D 1.8 —6.9 Sell 
Сороса me +) 97 10.7 4.0 35 Soll 55) 
Hungary 
INeiimaterialiproducts. = 24. m)e.. - 5.0 8.0 4.9 7.0 7-8 5-6 
Gross output: 
TnGUStLVaRe ae eee ees ewe Si 2.9 es 6.0 5.0 5-6 
PRETICUI CUT CHES соо пора A, 0.5 7.0 —5.0 8.0 9.0 2-3 
@onstruiction? а eine) ants 7.4 8.6 172572 7-8 9-10 3-4 
Poland 
Nefmateriaisproduct.. 5.0.) 4 + 9.0 2.9 5.2 о el Te) 6.1 
Gross output: 
Ва ta Ps ae 9.4 8.9 8.5 6.8 8.0 7.0 
ое wnt ie) nue Teetr ts ees 6 4.4 —4.7 7p) 2.4 Bie, 4.6 
(WONSIUCHION fan. ee hee 9.6 Holl 4.6 UL 8.7 8.8 
Romania 
Netimaterial product. 2.0. 2. « © 6.8 7.9 6.6 са. 13:0 ZS) 11-12 
Gross output: 
it USEC Yanu о Aah ae see СЯ, 10.6 11.9 9.0 LES 11.0 
ИИ © о gen ol tem G 8 ооо OS 3.6 —5.2 18.2 21.0 
(Соло о GB goo eo oo в 6 ne} 3.4 14.0 ae 10.6 а 


Soviet Union 
Net material product 8.3 4.8 9.0 6.18 6* 6522 


Gross output: 


КАИ о шо ооо ооо 8.3 ell 8.5 6.9 7.8 6.9 
ИСО АЛЬ o об обо @ 0 о u с 4.5 —3.3 10.3 8) 0.0 Me 
Construction посо ese ae 7.8 1.6 11.4 7.0 9.0 


Source: National statistics; CMEA Yearbook 1971; plans and plan-fulfilment reports, 
а Domestically distributed national income. 
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in Hungary—some 2 per cent. Although the over-all 
balance between supply and demand for consumer goods 
was maintained, specific shortages were apparent in most 
countries. On the other hand, in some countries the 
inadequate structural adaptation of supply to demand 
resulted in unplanned accumulation of inventories. 


In Bulgaria and Hungary accumulation (net addition 
to fixed assets and stocks) expanded faster in 1971 than 
in 1970. In Bulgaria, accumulation had actually declined 
in 1970 (table 1.3). In Hungary, accumulation grew by 
some 30 per cent after rising by 26 per cent in 1970 and 
in Poland the growth of accumulation in 1971 can be 
estimated at around 8 per cent, which is about the same 
as in 1970. While precise figures are not generally avail- 
able, it appears that the growth of accumulation slowed 
down significantly in Czechoslovakia, the German 
Democratic Republic and the Soviet Union. Some of the 
larger changes in total accumulation represent changes 
in the stockbuilding and work in progress rather than in 
fixed investment. 


The growth of fixed investment has generally tended to 
slacken in 1971 (see table 1.4). In only two countries— 
Czechoslovakia and Poland—did it increase faster than 
in 1970. Following a steep increase in earlier years, no 
change in the volume of fixed investment was registered 
in the German Democratic Republic and a slight decline 
in Bulgaria. In Hungary, however, fixed investment con- 
tinued to rise steeply by 10 per cent, after a 17 per cent 
increase in 1970. Growth was also significantly slower in 
the Soviet Union, declining from 11.4 to some 7 per cent. 
In Romania, the growth rate of fixed investment was 
about the same as in 1970, though less than planned. 


The slow-down in the growth of fixed investment was 
due more to a slower growth of investment in machinery 
than of construction. In Bulgaria investment in construc- 
tion rose slightly, but investment in machinery and equip- 
ment fell for the second year in succession. In the German 
Democratic Republic it would appear from comparing 
the figures on changes of gross output of construction 
(table 1.2) with those for total fixed investment that the 
growth of investment in construction rose slightly in 1971, 
whereas investment in machinery and equipment must 
have declined in absolute terms. In Hungary, investment 
in construction rose nearly as much as in 1970, implying 
a sharp fall in the growth of expenditure on equipment. 
The situation was similar in the Soviet Union where 
changes in the gross output of construction were rather 
close to changes in the construction component of invest- 
ment. Gross output of construction rose in the Soviet 
Union by 9 per cent, compared with 11.4 per cent in 1970, 
implying a decline in the growth of investment in machin- 
ery and equipment from 12.4 to some 5 per cent. 


The rhythm of expansion of fixed investment and 
changes in its physical structure are influenced by the 
timing of the five-year programmes, which explains a 
large part of the developments just described. It would 
appear, nonetheless, that balance-of-payment considera- 
tions have also played a role. This is true especially of the 
German Democratic Republic where the inadequate per- 
formance of agriculture in most recent years had put 
additional pressure on the foreign trade balance, already 


strained by a high rate of investment expansion over a 
long period. 


Although only fragmentary data are available it 
appears that the growth of fixed assets put into operation 
has tended to slow down in 1971 to a greater extent than . 
the growth of investment (i.e. of expenditure). A high 
level of investment completions is normally expected in 
the closing years of the five-year plans, and it can be 
seen from table 1.4 that in fact in 1969 and 1970 the 
completions/investment ratio was very favourable in most 
cases. With the beginning of a new construction cycle in 
1971, the factors making for a deterioration in this ratio 
were bound to become stronger. Nonetheless, the amount 
of unfinished construction projects is considered excess- 
ive, as is the time needed for new plant to reach full 
capacity utilization.* 


In all east European countries for which data are 
available the number of dwellings constructed declined in 
1971 as compared with 1970, except in the German 
Democratic Republic where it remained unchanged (see 
section 3). In the Soviet Union, newly constructed dwell- 
ing space rose by 2.9 per cent which was considerably 
less than planned. 


Indirect evidence suggests that the rate of stockbuilding 
declined in the German Democratic Republic and, to a 
lesser extent, in Poland and the Soviet Union, but rose 
in all the other countries especially Hungary. In addition 
to a rise in unfinished construction (included in “‘stocks” 
in the majority of countries), there were increases in agri- 
cultural stocks, including livestock. Industrial and retail 
inventories also showed a rising tendency. 


Developments in the field of foreign trade are reviewed 
in detail in section 4. The growth of foreign trade slowed 
down in the area from a rate of 12.8 per cent in 1970 to 
8 per cent in 1971. The slackening in the growth rate was 
concentrated on imports which in earlier years had grown 
faster than exports. Imports and exports are estimated to 
have grown in 1971 by 7.5 and 8.5 per cent respectively, 
as compared with 14.4 and 11.2 per cent in 1970. These 
aggregate figures reflect similar changes in most coun- 
tries, only imports (and also total turnover) in Bulgaria 
and exports in Romania having increased as much as in 
1970. Notwithstanding the considerable slow-down, the 
growth of trade in the area exceeded, apparently, the 
growth in volume of world trade. The decline in the 
growth of trade with the rest of the world was somewhat 
steeper than the decline of trade with other centrally 
planned economies. According to incomplete data, the 
growth of trade with western Europe and with developing 
countries slackened to about the same extent. 


Among the important economic policy issues and 
measures of 1971 was the introduction in Bulgaria (since 
the beginning of 1971) of a revised system of planning 


* This problem has been given particular attention in the Soviet 
Union. According to an official statement (Pravda, 2 December 
1971) two-thirds of the projects put into operation during 1966-1969 
have not yet reached their designated rate of output. Elimination of 
such capacity under-utilization—due partly to deficiencies in con- 
struction—is considered to be one of the most important means of 
raising Output in the current five-year plan period. 
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TABLE 1.3 
Changes in domestically distributed net material product by major components 


(Percentage change over preceding year) 
я ^^ 


1968 1969 1970 eae Я то 
plan actual plan 
Se ee eS es ee ee es ee 
Bulgaria 
Distributed net material product... . 6.3 7.0 Brom si о 
Consumption CN ol en ee 8.9 5.8 5.6 a6 6 
Рае а «ee 8.6 5.0 5.6 
ПА eee ee ae ae 197 13.8 4.1 am ag 
ао. Па 10.2 —1.0 А 3 
Net fixed capital formation® ..... —1.4 28.5 == Bictel 
@hancesunislocks saa mene eee 4.4 —14.1 9.8 
Czechoslovakia 
Distributed net material product. .. . 9.9 6.2 5.2 te 4.0* 
Сор 10.0 6.0 2 es 5 Ke 
ок о Pe tc he ace 10.8 6.6 1.1 бы 5 5% 
О cae, se Wel 4.3 5.4 Hs i 
ДО, eee в 9.8 7.0 16.7 2.0 0.4 
Net fixed capital formation® ..... 37 0.0 28.7 
ОПапзез истоков. Е 21.6 18.5 —0.2 
of which: 
Stocks of unfinished construction ... 130.7 SP —35.1 
German Democratic Republic 
Distributed net material product. . . . Pa) 8.6 Soll ae DAG 
(Communi o 5 56 2 fan wae A ee 4.5 5.6 4.1 са. 3 с 
И оо Gr о р» ов о 4.0 5.4 4.2 ae 4.2 
SOCIALE eee A eres i 11.0 7.0 4.4 
Accumulationss 7... 2.6.2: . 6,9 22.9 12 
Net fixed capital formation®,® .... 6.3 25.4 6.7 
GhansesimgtockS®) ос. М. —I4.4 17.6 143.0 
Hungary 
Distributed net material product... . Si 4.0 5 oe са. 11-12* 
Consumption MERE AEs ens es 6 6.3 We ea ca. 6 са. 5. 
ОЕ О о сю бро ооо —3.5 26.2 ой 30 
Net fixed capital formation® ene 5 10.2 24.1 : 
Ghangesanlistocks i, anne ыы 15:8 —40.7 36.3 
Poland 
Distributed net material product... . 8.5 85 5.0 me са. 8 ot 
COUSIN pTOl cn se ence с es em 6.6 Sel 4.1 7 са. 8 ТА 
а 2 о as Gl в 6.3 4.4 4.0 4.3 са. 8 ae 
Е р о а ро ees 8.3 9.9 Dee ae 7 
ЕЕ ОЕ « ро Oo бое вое oll 13:9 —0.8 7.4 те 8* 
Net fixed capital formation® ..... 7? 6.9 2.3 та 
(GhangsesinestOcks.":. ae a8) an ae: 19.3 —23.8 28.9 
Soviet Union® 
Distributed net material product... . 8.2 Hel Pied 6.1 6 6.2 
GOnsuMmptiOnmear. wee tee ee 7.8 Te? hes) Ag a Si 
Private seme ties о ое ве =e 7.8 7:0 ee? na 6* 
Social ео А О нь Os 8.3 8.2 9.9 
Accumulationos «004 ss er 9.1 el 20.9 ae 6* 
Net fixed capital formation® .... . 6.9 17.6 28.3 ae. Ext 
(Ghaniees i StOCKSP а 11.6 —4.5 10.9 


Sources: National statistics; СМЕА Yearbook 1971; plans and plan-fulfilment reports. 
а Excluding stocks of unfinished construction. 
> Including stocks of unfinished construction. 


с In “ргодиснуе” (material) sectors only. 
4 In current prices. In terms of constant prices the figures for total national income distributed were: 1968 
1970 = 8.5. 


= 7.8, 1969 = 4.8, 
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TABLE 1.4 
Growth of fixed investments and of investment completions 


(Percentage change over preceding year) 
go ct Ae ata I a PA I ee rr eer EEE 


1971 1972 
1968 1969 1970 Mee actual plan 
Bulgaria 
Total tixedsinvestment о осопопоа 8.7 0.8 10.3 3 —0.8 
of which: 
Construction meaner ie ib —8.0 18.1 dt —0.8 
ЗП" o 6 6 66 6 on eo Oe 3.6 4.5 —3.6 55 —3.1 
Fixed assets put into operation .... 3.5 20.4 2.4 Ne 2.3 
Czechoslovakia 
Total fixed investments. ....,.. 9:2 9.7 5.9 5:5 7.2 5.0 
of which: 
(Фо Gb Ao & 6 a 0 on о ce 7.9 4.9 4.6 US 
оО оо o 6 6 0 6 G 6 0 GO A 9.3 12.6 9.2 7.4 7.0 
German Democratic Republic 
Total frxedamvestments о о обасос 10.3 15.4 73 —1.5 0.0 2.0 
of which: 
Constructions cis | ees cee 11.1 15-5) 6 
EGUIPMen tame ae a eee 95 15.3 8 
Нипвагу 
Total fixed investments. ....... 4 il 17 6-7 са. 10 (He 1 
of which: 
(СИ О 5 6 5 5 6 a6 6 @ x 22 т, 13 
ОМ с орообооророс = 18 10 24 
Fixed assets put into operation .... —1 9 26 
Poland 
Total fixed investments ......... 8.7 8.7 4.3 WD 9:5 9.6 
of which: 
(СИ оо оао 10.3 51 855 5.9 8.5 
1 9 оо оон абоавов 8.8 12.0 5 10.2 12.4 
Коташа 
Total fixed investments. ....... 152: 6.2 9.8 136 10.84 158 
of which: 
COMICON 6 656 4 eo oe kak 87 3.8 7.4 
"РИО оо a op 6 6 a oo we . 12.5 10.8 13.6 ов 5 
Fixed assets put into operation ... . 16.7 1333 10.2 xe 5.0 
Soviet Union 
Total fixed investments ........ 7.9 3.4 11.4 5.2 7.0 95 
of which: 
GConstruction® sar eee es) 1.6 11.0 
EQuipment sn ate ee 8.0 4.7 12.4 os ; 
Fixed assets put into operation .... 35 8.1 14.8 ff са. 5 


ее, 


Sources: National statistics; CMEA Yearbook 1971; plans and plan-fulfilment reports. 
в Centralized State investment. 
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and management, following experiments on a more 
restricted scale since 1968. The reform follows the direc- 
tion taken in a number of other countries, aiming at 
centralization of management processes in large opera- 
tional units and providing them with greater independ- 
ence, including investment and foreign trade. In Czecho- 
slovakia, concern has been voiced that costs of produc- 
tion last year grew faster than final output, reducing the 
profitability of production. A set of specific measures 
adopted for 1972 should help to change radically the 
proportions between global output and net material pro- 
duct in favour of the latter. In Hungary, the fast growth 
of investment and accumulation in the last two years 
gave rise to disequilibria apparent in shortages of build- 
ing materials and rising prices of investment goods and 
construction work. A credit freeze was introduced in 
June 1971, limiting the granting of credits to ventures of 
major importance. In Poland, a number of measures 
were taken to increase the flexibility of the economic sys- 
tem with a view, in particular, to raising the supply and 
improving the assortment of consumer goods. In Roma- 
nia, according to a law on the “activities in foreign trade 
and in economic, technological and scientific co-opera- 
tion” adopted in March 1971, enterprises and especially 
the industrial centres have been given greater authority 


in the elaboration of foreign trade plans, in the choice of 
their trade partners, and in the negotiation and conclu- 
sion of agreements and contracts with them. The creation 
of companies with the participation of foreign capital, 
provided the Romanian State owns at least 51 per cent 
of capital, is also envisaged in this law. The Romanian 
State also guarantees to the foreign partners the transfer 
of depreciation charges and profits, and other rights. 


In most countries, the annual plans for 1972 foresee a 
growth of national income at about the same rates as 
those attained in 1971. Larger deviations are planned 
only in Bulgaria, which expects a higher growth rate in 
connexion with a faster growth of agricultural output, 
and in Hungary where a slower growth is expected partly 
in connexion with an expected slower growth of agri- 
cultural output and partly as a result of measures taken 
to improve the foreign trade balance. The plans indicate 
an increase in the aggregate national product of the area 
by 6.3 per cent—about the same rates of growth in the 
Soviet Union and in the east European countries as a 
group. The planned growth rates for 1972 are in most 
countries fairly close to those contained in the Five-year 
Plans for 1971-1975, but fall somewhat short in Poland 
and the Soviet Union. 


2. PRODUCTION TRENDS IN AGRICULTURE AND INDUSTRY 


(i) Agriculture 


Agricultural output was generally satisfactory in 1971. 
In the Soviet Union, total production equalled the record 
of 1970. In eastern Europe, not only was production 
greater than in 1970 (table 2.1), but in most countries it 
surpassed previous record levels. Only in the German 
Democratic Republic, apparently, did production not 
fully recover from previous set-backs.® 


Climatic conditions were generally favourable for 
grain but not for root crops and green fodder. Total 
grain output rose in the area from 243 to about 249 mil- 
lion tons. This reflected an improvement in practically 
every east European country (table 2.2), output in the 
group as a whole having risen from 56 to 68 million tons. 
In the Soviet Union, however, owing to unfavourable 
growing conditions in some areas, there was some decline 
in grain output from 187 to about 181 million tons. 


Lower harvests of some fodder crops mainly affected 
the production of milk. A characteristic feature of the 
past year’s development has, however, been a relatively 
steep increase in meat production (table 2.3). Greater 
availability of feed grains, in some countries, partly due 
to higher imports or drawing on inventories, made this 
possible. 


Separate data on total crops and livestock production 
are still incomplete. In the Soviet Union, the volume of 
total crop output was somewhat less than in the preced- 
ing year. In the east European countries, notwithstanding 
the excellent results in grain output, over-all growth in 
most cases was only moderate, and even where a sharp 
upswing occurred it was largely a recovery of ground lost 
in earlier years (especially in Hungary and Romania 
where floods were responsible for poor results in 1970). 
In fact, it would appear that in no country of the region, 
except possibly Romania, has total crop production 
exceeded previous historical records by a significant 
margin. 


In a longer-term perspective, it was thus the livestock 
sector that was in the van of expansion. At present, in 
practically all countries of the area great emphasis is being 
put on the development of livestock production and the 
good performance of this sector represents a noteworthy 
achievement. While in most countries planning author- 
ities have found ways of preventing shortfalls in domestic 
output of feeding stuffs from slowing down the growth 
of livestock production, the problem of sufficient feeding 
stuffs causes concern. This has not so much hindered the 
development of pig and poultry raising, but has impeded 
the expansion of beef production. Also, as imports of 
fodder grain are likely to play an increasing role in 


3 Complete information is not, however, available for this 
country. 
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meeting requirements, the authorities face the problem 
of comparing the effectiveness of development of livestock 
production with increasing imports of animal products, 
especially in countries with limited labour supply. 


Increases in livestock production depend on the number 
of animals raised, but also on their productivity. Both the 
average weight of slaughtered animals and the time 
necessary to achieve that weight are economically impor- 
tant factors. Table 2.4 shows yields per animal of selected 
livestock products in the years 1967-1971. The indicator 
of average weight of slaughtering cattle shows consid- 
erable variance between countries. In Czechoslovakia, 
it is nearest to the average considered desirable by 
experts, i.e. 450 kg.; it is notable that in recent years it 
has risen above this average. It is, apparently, at about 
the same level in Hungary (although the data presented 
have limited coverage). On the other hand, in the German 
Democratic Republic and Poland—and even more so in 
the Soviet Union—there is considerable scope for increase 
in the weight of cattle delivered for slaughtering. In the 
last few years, much progress was made in this direction 
in the Soviet Union. 


The average weight of slaughtered pigs shows smaller 
deviations from country to country. In the countries for 
which data are available the range is between some 113 
and 122 kg. at most, with a slight tendency to increase. 
These weights correspond very closely to weights usually 
achieved in west European countries and are higher, for 
example, than in France (88 kg. carcass weight in Poland 
against 76 kg. in France). 


The average yield of milk per cow shows the German 
Democratic Republic well ahead of other east European 
countries, with yields rising from 3,095 kg. in 1967 to 
3,160 kg. in 1970. This compares favourably with some 
west European countries, although it is below the level 
of, for example, the Netherlands (about 4,200 kg. per 
cow). In other countries, milk yields vary between 1,600 
and 2,600 kg. which corresponds approximately to the 
level of south European countries. Over the last five years, 
the yield of milk per cow increased rapidly in Czecho- 
slovakia. The increase in Hungary, Poland and the 
Soviet Union was slower. 


As far as the production of eggs per hen is concerned, 
the yield in Poland compares with that in Italy, while 
yields in Czechoslovakia, the German Democratic 
Republic and the Soviet Union are average for western 
Europe. 


The Soviet Union 


After a 10 per cent increase in 1970, Soviet agricultural 
production remained about constant in 1971, against a 


TABLE 2.1 


Global agricultural output 


(Annual percentage change) 


1967 1968 1969 1970 1972 
Plan Actual plan 
Bulgaria 
Total. . 35 
ао <, 5 oe ; —7.3 3.8 4.0 7.0 , 
yee eae ме a 1.8 —10.4 6.8 25 2 
nimaloutput fo... 6.9 —1.3 —1.6 6.9 4.9 
Czechoslovakia 
otal ees. 5.6 5) 
Ree kd cee : ‘ 1422 iti 4.1 2.8 5.0 
Crop И пс оао Sas 6.4 0 —4.8 7.6 2.8 В 
Animal output ..... 5.8 4.8 1.6 6.6 iL 2.8 2.2 
German Democratic Republic 
ОЕ ось зб ор НИЕ и 5.6 1.8 —6.9 37 
Сгор OUUPUC ие. 9.2 —1.9 —15.2 10.1 a 55 
Animal output ..... 25D) 4.1 0.8 —0.8 si 2.3 
Hungary 
ито ро 4.1 0.5 7 —5 8 2-3 
Сгор OULDUU mem eres cee 3.6 —1.2 14 —14 10-11 11 2-3 
Animal output ..... 4.7 2.8 —2 8 5 6 1-2 
Poland 
Otani. as ee Se 2.4 4.4 —4.7 Dep 2.4 Bail 4.6 
Crop ОИ ааа о 3.7 Se —7.7 4.3 72 5 6.3 
Animal output ..... 0.4 3 0.3 —1..1 3 6 27 
Котата 
о а 1.8 —3.5 3.6 —5 18.2 21 
Сторон, о. —1.7 —3.5 4.5 —11.3 т 
Animal output 8.0 —3,3 0 iG 
Soviet Union 
Ota; М сл a 1.4 4.5 —3.3 10.3 83 0 
Crop output) 25 5 =. 0 6 —6.8 11.6 —2* 
Animal output ..... ADS) 2 0.3 8.9 3 
of which 
Byelorussian SSR 
LOCA Metre tou ss т 4.5 —0.5 3 1.6* 
Cropsoutput “5. = 1.9 Ws} —5.5 4.6 —0.0* 
Animal output 2.6 el 4.7 1.9 Paps 
Ukrainian SSR 
Е eo ee) WO alae ac —1 Sea Sal 3.3 7 4.9 2.4 
Crop output —0.7 с) 0.5 —0.8 
Animal output —2 1.8 6.4 8.2 1.2 


Sources: Statistical Yearbooks; plans and plan-fulfilment reports. 


3 per cent increase envisaged in the plan. Production of 
crops declined by around 2 per cent while livestock pro- 
duction expanded by 3 per cent. Weather conditions, 
which were not so good as in 1970, were reported to 
have affected the performance of both sectors. The sum- 
mer drought in the lower and middle Volga and in some 
other regions damaged grain crops, and excessive autumn 
rains in the Ukraine brought losses in the sugar-beet 
harvest. The amount of hay, straw and silage harvested 
was also less than planned. The total area sown hardly 


changed in 1971; the area under grain, some 60 per cent 
of the total, was also unchanged, but areas under wheat, 
maize and rice are reported to have increased. 

Although the grain harvest was 3 per cent below the 
1970 level, it remained 8 per cent above the 1966-1970 
average. No data on various types of grain are reported 
except for rice, production of which reached 1.4 million 
tons compared with 1.28 million tons in 1970. Of the 
various other crops, excellent results were obtained in 
cotton, of which output exceeded 7 million tons; flax, 


58 Eastern Europe 


TABLE 2.2 
Production and yields of some basic crops 
(Output in millions of tons and yields in quintals per hectare) 


a Ln len ae ss. >. . - a ae 
Yields 


Output 
Ge 1968 1969 1970 1971 de 1968 1969 1970 1971 

Igaria 

rae COI 2 Gp oo oo 6.54 5.38 6.22 6.92 5d 27.4 23.3 27.3 303 ый 
Wheat tara seein «les 2.92 DEB) 2.54 3.03 3.05 27.4 24.0 24.7 29.9 30.3 
О Ч Зв АЕ 0.04 0.02 0.03 0.03 0.02 1 10.0 11.6 12.6 1235 
Ване а 0.99 0.81 0.91 Nei! 1.26 24.4 20.0 22.0 28.9 28.7 
(О оне ее 0.12 0.08 0.08 0.10 0.10 12.6 7.9 10.3 13.8 Ae 
Maizera т 2.15 ПЕЙ 2.42 2.36 2.80 36.5 ЗВ 41.3 87.9 39.8 

Sunflower seed SR yore 0.46 0.46 0.55 0.41 0.50 16.9 16.3 18.9 14.6 17.0 

Sugar-beet . . ese Dh Mit ok 1.86 1.41 1.63 17 №52 323 265 282 310 B57, 

и Вы 0.38 0.37 0.36 0.37 0.39 114 114 118 118 131 

оо а © Ie na mesh 0.12 0.11 0.10 0.12 Ar 10.1 9.9 8.2 10.3 ar 

МЕН o 6 oc 6 6 Oo 4 1.54 1.44 1.50 1.50 A Ss a oe 

Bruittge tae os ee 1.28 1.36 1.41 129 wt 53 га = с 

Старз ке: 3 1.34 1.29 1.04 0.94 58.1 67.6 66.4 522 

Czechoslovakia 

‘etal СУ 5 go eo 7.11 7.48 8.03 7.29 8.815 26.6 27.8 29.7 27.3 Ss 
WW heater me mts о о 2.87 ВТ 3.26 Soll! ae 28.9 31.6 30.9 29.5 35-2 
О aria о ие 0.68 0.77 0.69 0.45 29 РЯ 25.0 20.7 26.1 
Batley ear о 2.09 DN 2.50 2.28 28.2 29.7 32.0 28.4 335) 
OES о oats Gierasch ae 0.87 0.87 0.97 0.78 BS PL 92 24.2 20.7 26.4 
Мале 0.47 0.45 0.50 0.51 35.3 33.8 39.9 40.9 

ОЕ о бе о ба 0.08 0.08 0.06 0.07 Bie > 12.4 11.8 15.3 me 

Sugar-beet anaemia aes: 6.91 8.10 5.81 6.64 5.94 359 415 318 369 311 

POCAtOES о а hate eae 5.68 6.53 5.18 4.79 4.51 151 176 159 142 135 

М а зна во бо 1.18 1.24 1.14 1.14 и. г = Bf и ae 

о Mn te ee 0.55 0.53 0.59 0.59 

German Democratic Republic 

ОЕ ЗЕ 3 5 Go o a « € 6.99 7.92 7.01 6.53 BA 29.4 32.9 29.1 27.9 oe 
Мунеа. a seen mae 2.01 2.38 1.99 2.13 2.49 36.5 41.7 35:5 35.6 39.3 
О аа tore te ces №72 1.94 1.54 1.48 eS PBA 26.3 22.4 21.8 26.3 
Barley ats Fe. Soe 1.91 2.12 2.09 1.93 2.29 32.4 35.6 B22 30.1 34.8 
О и оо 0.76 0.88 0.84 0.56 0.81 30.0 33.8 30.9 26.6 35 

(9135583 оао ob 6 oc 0.23 0.27 0.17 0.18 0.20 19.1 27 15.1 17.9 18.5 

ЕЕ 5 5 on 4 a a po 6.01 7.00 4.86 6.13 S118) 312 344 353 320 24.3 

IONS о о 6 a aon oo 12.28 12.64 8.83 13.05 9.41 185 188 146 196 14.3 

АО 3 5 ооовнвв 1.09 0.98 0.91 1.24 

р ее 0.67 0.59 0.69 0.55 

Hungary 

TONGS 5 6 6 on oc 8.40 8.52 9.86 7.78 ais 25.4 25.2 29.2 24.9 = 
Мед. ete tee ee 3.01 3,37 3.59 212 3.91 24.3 PS РЕ 213 30.7 
Ву ee Beta oe 0.22 0.24 0.24 0.16 0.18 11.6 2.5 12.8 10.4 14.2 
ВЕ о 6 op 5 a bo 6 0.85 0.90 0.91 0.55 0.78 22 23.4 23.8 19.5 26.2 
оао 0.08 0.07 0.08 0.06 0.09 13.9 12.8 16.7 13.0 19.0 
5 о ооо 0 6 0 b © 4.05 3.81 4.82 4.07 4.73 33 29.9 37.9 33.8 35.6 

ОЕ ооосовове 0.14 0.12 0.16 0.16 0.24* 10.5 10.4 12.2 10.9 я 

И 5 5 5 oo 6 вс 3.18 3.47 93 PANG 2.10 325 334 340 287 288 

ОЕ 4 np no 6 Bb 8 2.04 1.34 1.59 1.43 1.50 105 89.2 113,5 104.1 108.6 

МЫ 5 6 5 6 06 6 0c 1.56 1.56 1.66 1.39 <: re р ve ss . 

И оо око О че в 1.24 1.01 №52 1.43 

Poland 

Wotalicerealsis py seen ene 17.37 18.29 18.91 16.62 19.90 19.8 20.9 PANG 19.3 23.5 
Уса ть 4.26 4.57 4.71 4.61 5.50 23.3 24.8 24.0 23.2 26.5 
у ЕЕ 7.47 8.44 8.19 5.43 7.80 18.3 19.8 19.8 15.9 2 el 
Вау eee 1.67 1.48 1.95 2.15 2.40 23.0 23.6 25.5 23.3 21.2 
Oats о 2.89 2.83 3.06 321 3.20 20.5 20.7 22.3 21.0 24.1 

ОЕ о 5 56 a 6 ap ee 0.55 0.74 0.22 0.60 ae 17.6 19.0 12.4 18.0 ate 

SUPREME 5 8 5 6 4 bac 13.60 14.80 1:32 12.74 12.50 324 357 276 312 298 

ОО о шо ба ео 47.88 50.28 44.93 50.30 39.90 176 185 165 184 150 

Weeetablest amy eens 3.78 3.59 3.54 4.18 fic ae Е 

т А в 1.24 1.38 1.10 1.19 


Production trends in agriculture and industry 


ee etna a ety № 


TABLE 2.2 (continued) 
Production and yields of some basic crops 
(Output in millions of tons and yields in quintals per hectare) 


Romania 
Total cereals 
Wheat 


= 5 


ОВС С 
ео зо 


Sunflower seed 
Sugar-beet 
Potatoes 


Fruit® 
Soviet Union 
Total grain 

Wheat 


cee) st eee 


Sunflower seed . 
Sugar-beet 
Potatoes 
Cotton 


Fruit 
Byelorussian SSR 
Total grain. . . 
Wheat (winter) 
Rye 
Barley (summer) 
Oats 
Sugar-beet 
Potatoes 
Flax fibre 


Ukrainian SSR 
Total grain 
Wheat (winter) 
Rye (winter) . 

Barley (summer) 

Oats 

Maize 
Sunflower seed . 
Sugar-beet 
Potatoes 


Oh № о 


ос 


Sources: CMEA Yearbooks 1970 and 1971; national statistics; and plan-fulfilment reports. 


pe a ee Se ea | 


Output 

Mert) 19681969 

о М, 12.95 12.89 13.02 
о. ins 4.69 4.85 4.35 
atte TE, 0.06 0.05 0.05 
Ses 0.53 0.59 0.54 
cede, 3 0.14 0.11 0.14 
: 4 № 7.24 71 7.68 
Fae 0.73 0.73 0.75 
вое 3.82 3.94 3.78 
a nthe №, 2.87 3.71 2.16 
ЕЕ 2.09 2.30 1.96 
SES es 1.32 1.08 1.71 
а 167.55 169.54 162.40 
а 90.18 93.39 79.92 
го Re 12.83 14.12 10.95 
пани. 30.45 28.90 32.65 
ет 11.94 11.64 13.06 
ok See ae 9.56 8.83 11.95 
с ЗО 0.90 1.06 НЫ 
ре № 6.39 6.69 6.36 
о Е: 81.12 94.34 71.16 
ск 94.81 102.18 91.78 
вы в 6.10 5.95 9-71 
В: 19.30 19.01 18.75 
ИЕ Фа 5.81 6.15 5.29 
ме пе 3.55 3.00 4.33 
oy ee ay 0.52 0.53 0.81 
Е не ИЕ 1.14 helt 
1.00 0.71 1.49 

а 0.41 0.27 0.53 
oe вы № 1.04 1.02 0.91 
о А, 1374 14.85 15:53 
о fe 0.11 0.10 0.12 
ЕЕ me 33.36 27.96 36.54 
ое 16.19 13.21 16.36 
=. ieee 12.26 1.19 1.19 
5.18 4.27 5.32 

5). ty See We 1.27 1.03 1.44 
Hon eer 5.96 5.52 8.18 
с ра 2.83 РИ! 3.08 
ht ее 46.73 57.32 41.62 
20.29 22.49 17.91 


1970 


10.85 


186.79 


1971 


14.5» 


181 


2.6 
46.0 
23.4 


Average 
1966-1970 


16.4 
267 
100 


Yields 
1968 1969 
18.9 19.3 
17.2. 15.8 
11.0 11.2 
20.2 И 
8.6 10.5 
21.3 23,3 
14.0 14.0 
Е 201 
116 70.1 
14.0 13.2 
13.9 11.9 
11.5 11.8 
14.9 14.5 
12.9 14.0 
26.2 28.6 
34.1 337 
197 13.3 
266 210 
123 113 
24.3 22.5 
131 126 
11.0 15.9 
14.7 16.4 
8.7 11.9 
15.6 23,5 
10.3 18.9 
211 187 
150 139 
3.8 4.4 
18.5 23.0 
20.5 23.5 
12.4 13.5 
15.8 22.6 
13.5 18.8 
26.4 30.8 
15.8 18.2 
330 245 
110 89 


® Excluding grapes. 


1970 1971 


16.9 


25.4 


» Excluding pulses 
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TABLE 2.3 
Livestock numbers and output of livestock products 


Te Ona 


Thousands® я = 
Meat Milke я 001 
Coney oie eee Cattle Cows Pigs pee are mas (milton) Essent 
Bulgaria 490» 1 562 1 683 27.2 
OG Taree ое 1 363 586 2 314 9 905 i a 7810 
1968. Ви, вы. ey ote 1297 579 2140 9 652 oat’ 1 540 | tins 
1969.0 oe Mali ee aed see ats 1 255 574 1 967 9 223 493 1 534 151 se 
ASTOR ооо. 1 279 589 2 369 9 678 476» 1 587 1 se ae 
Поссе. Rees 1 379 607 2 806 10 127 517 1 619 iia 
их, 1175¢ 4205 3218 27 
1967S epee. а БА В: 4 437 1929 5 601 770 = ae 
об eae Sc kae - 4249 1 903 5 136 906 1 275¢ 4417 3 = 
Обо ор: os oaks 4 223 1 884 5 037 977 1211¢ 4 609 3 430 
| 12344 4650 3 733 4.1 
ое. oats 4 288 1881 5 530 981 
97 [ee ren eee tees ee tk eats Bs 4 320 1900 5 770 Be 1 320¢ 3 940 
ic Republic 
ees eas A as aS Acero 5 019 2188 9 524 1818 1 7314 6 но: 3 995 8.1 
Тоби Е on ah 5 109 2 166 9 523 1 794 1 7984 И 227 4 046 8.0 
Обо есмь УЕ 2167 9 237 1 696 1 8254 PEGE: 4194 7.9 
1970 ее. 5 190 2 163 9 684 1 598 18004 7 091 : 4 442 6.9 
1971 een Со css С 5 293 РЗ 9 995 1 607 1 8694 7 150: 4 500 
А 4 Os LS. асс 2 049 785 6 647 2 300 1 2114 1 918 2714 10.1 
а. Cos, ees ae nae 2017 751 5 806 2 396 13528 1 875 2 793 10.9 
19009. ее. 1926 744 5 700 2251 13024 1 831 2714 10.8 
о о ок ОС 1911 763 7 311 2316 1 3434 1 807 3 280 9.8 
и Sete Ss ee о 1 900 7 600 at 550% 1 750 3 370 
Poland 
бе. Зы one 10 768 6 143 14 233 3321 2 126Ъ 14 058 6 348 8.6 
Тоба. 10 940 6 194 13 911 3 528 2 156Ъ 14 202 6 315 8.8 
1969 Mere о р ec alo Sele 11 049 6 250 14 357 3 239 2 240» 14 314 6 700 8.9 
ТО ce es shee 10 844 6 082 13 446 3 199 2 207» 14 499 6 941 8.9 
Oe ees ae oy KOBE > vais ae 11 076 6 041 15 243 3 180 2216* 14 600 7 100 
Romania 
Пт. Sc hee 5 332 2 218 5752 14 380 1 3564 4 123 3 011 28.6 
о ны 5 136 2 203 5 853 14 298 1 2974 3 833 sed I 30.6 
Тб а 5 035 2496 5 972 13 836 1 2714 3 758 31315 30.8 
О В ин 5 216 2276 6 359 13 818 1 3934 3 793 3 537 29.7 
ок В ee Ree Sp а а 51527 2744 7 742 14 065 1 3704 3 870 3 900 29.5 
Soviet Union 
В О я 97 167 41 567 50 867 144 041 11 515 79 920 33 921 394.5 
бе о с 95 735 41 180 49 047 146 141 11 648 82 295 35 679 415.1 
оо ео с 95 162 40 527 56 055 135 803 11 770 81 540 37 190 389.7 
ОО о. и 99 225 41 012 67 483 143 421 12 278 83 016 40 740 418.9 
от. о 102 400 41 300 71 400 145 400 13 100 83 300 44900 424 
Byelorussian SSR 
о ее Мое ое 4 892 2 504 3 189 711 641 4 640 1335 1.28 
US OS Ras о о 4 850 253 3 222 677 648 5 027 1430 2 
OT iy stat SN ое а ae a 5 077 2522 3 651 670 678 5 204 1512 1222 
ТОиР ара АЕ 5 383 2 544 4004 692 684 5 263 1 669 122 
OTe и С 51573 2554 4 073 657 714 5 198 1875 1.23 
Ukrainian SSR 
19 Gi) ake Ae ue ee ee 21 165 8 975 14 995 8 974 2 645 17 494 7 863 24.0 
а и м 20 168 8 754 14 480 8 661 2 608 17 963 8 341 23.6 
E969 Be Sore ache ete ha ere 20 289 8 683 17 230 8 701 2 693 18 304 8 603 25.1 
чеке ee 21 352 8 801 20 746 8 971 2850 18 712 9 202 24.8 
И ое ти | 22 300 8 840 21 400 9 100 3 000 18 900 9 900 25 
А. АННЕ ИИ и ee ВЕИИНИИИ 
Sources: National statistics; plans and plan-fulfilment reports; CMEA Sta- с Live weight, beef, veal and pork. 


tistical Yearbook, 


; 4 Meat, total (including poultry), live weight. 
s aes from end-year census in all countries except Poland (mid-year © Total milk (cow and other), 
census), 


£ Thousand tons. 


> Meat, total (including poultry), carcass weight. & Total Sena Ор andre hes 
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TABLE 2.4 


Yields of selected livestock products, 1967-1971 
ae ye re te ee Ee ne ee 


Average weight of 


A 
НЫ of Average weld of Чена of 
(kg live weight) milk per cow (kg ) (pieces) 


др д р рр яд дцд6кд6дкд 


Country and year Е и я 

weight ) 

Bulgaria 

Тоби Ее. 

бе. 

1969 Me 5 ро в 

1970: See Е. 

Ее... 

Czechoslovakia 

19G rere ee 440 

мы Зоо о ss 447 

TOGO Meee оби па р 458 

ПО “5 ан зо оо eee 481 

TWA о il tad ere ый 

German Democratic Republic 

тб... 371 

15 о опре ее Е 381 

О. 390 

И) о heed а Е 390 

са 

Hungary 

О ct es eee SO, 5148 

О о Ме, 4994 

LOGS Mere ei ee as eee, 50 5238 

Пес. Sete Рас 5254 

Che Oe Seer a, ees 5234 

Poland 

LOGUE RT eet a ae 356 

LUST PS ee SN ore ee ee me oes 349 

ПОР: ор ose seek 343 

О (0 ine taseeeie ce oe ee orate 351 

SUM: Wet esc oe go Me. nae 

Romania 

Об ae Sens See 

196Siae wee. Oe. eh ee tis 

1969 Meena, Sos Ао 2 

Он wes hal ps 

ie а 

Soviet Union 

Об sm os lle tee acdsee Nae 2698, » 

ПО ое. ea 2 2783, » 

Обо eae Roe Se cee 2924, » 

197 Oe и fees. thre 3092, > 

[O71 Meee ee Rie ees ke 3228 


Sources: National statistics; CMEA Statistical Yearbook. 


2 107 ef 

2 088 110 

2 138 110 

2211 112 

2 195* 115 
114 2 239 158 
115 2 381 161 
117 2 518 171 
117 2 565 175 

2 613* 
115 3 095 155 
Oly 3 215 159 
115 3 207 163 
117 3 160 168 

3 175 174 
1148 2 260 99 
1164 2 316 105 
WHS 2 372 112 
1222 2 440 113 
1208 
113 2 358 98 
113 2 362 98 
114 2 359 99 
113 2 456 100 

2 488* 

1 786 

1 630 

1 609 

1 607 
898,5 1948 143 < 
928, Ъ 2026 152° 
1004, > 2 056 158° 

a b 

te 2110 166° 


в State procurements only. 


> Excluding weight added on fattening farms. © Socialist sector. 


sugar-beet, potatoes and sunflower seeds were all lower 
than in 1970. Output of all main animal products rose. 
Meat output increased by 6.5 per cent and the output of 
eggs increased by 10 per cent. However, the increase of milk 
output was only 0.4 per cent, reflecting the fodder shortage 
and the fact that the grazing period started later than usual. 


Livestock numbers expanded further, particularly the 
pig population. However, contrary to the trend of the 
last two years, the number of pigs in the private sector 
declined by almost 5 per cent. The number of cows in 
the private sector also continued to decline, while the 
total number of cattle remained unchanged: 
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Million head at year-end census 


1968 1969 
н/д 


Livestock numbers 


In State and collective farms: 


Cattloo в о ое о ee 68.4 WP 74.3 Tiles 
Of Which? COWS 204 ee 24.5 24.6 25.5 26.2 
РЕ о 36.2 42.3 50.9 55.6 
Sheepand goats; еее: 111.8 104.1 110.2 127 
In private ownership; 
Са... 27.3 25.0 24.9 24.9 
Ohwhichs COWS ва боововов 16.7 15.9 15.5 15.1 
о Sea a ta EN ee 12.8 13.8 16.6 15.8 
Sheep and goats. ......... 34.3 ЗЕ 39.2 92:7 


State procurements of major agricultural products are 
shown in table 2.5. No data on grain were reported but 
it appears likely that the procurement plan of 75 million 
tons was not entirely fulfilled. In the livestock sector, 
procurements increased faster than output. Meat pro- 
curements went up by 14 per cent, of eggs by 19 per cent 
and of milk by 3 per cent; the plans for meat and eggs 
were over-fulfilled. Gross income of collective farms 
amounted to 22.5 billion roubles as against 22.8 billion 
roubles in 1970. 


Total investment in agriculture (including investment 
in agricultural research, in construction for the agri- 
cultural sector, etc.) increased by 10 per cent (see 
table 2.6). Tractor deliveries were slightly above the 
1970 level, but fell short of the plan. Deliveries of motor 
trucks were below the 1970 level, and below the level of 
the plan. Supplies of fertilizers rose 10 per cent. The 
plan for 1972 foresees a 31 per cent increase of truck 
deliveries, and a 7 per cent increase of supplies of fer- 
tilizers. The volume of construction in the agricultural 
sector should increase by 10 per cent.* Total investment 
in agriculture should amount to 22.9 billion roubles—an 
increase of 9 per cent. 


Gross agricultural output in the Byelorussian SSR 
grew by some 1.5 per cent due to a nearly 3 per cent rise 
in animal output. Crop production remained at about the 
same level as in 1970. Grain production rose by 28 per 
cent (cue entirely to higher per hectare yields) and pro- 
duction of flax (one of the most important crops) rose by 
13 per cent. However, production of other major crops, 
especially of potatoes and vegetables, decreased signifi- 
cantly. Production of meat rose by 4 per cent and of 
eggs by 12 per cent. Milk production fell by 1 per cent. 


In the Ukrainian SSR, the growth of agricultural out- 
put in 1971 was the highest since 1965. Production 
expanded 5 per cent, including an 8 per cent rise in pro- 
duction of crops. Record growth was registered for grains 
with an output of 39.4 million tons, average per hectare 
yield reaching 25.4 quintals. There were also significant 
increases in the production of other crops: potatoes, 


4 Pravda, 27 December 1971. 


flax and vegetables. Output of livestock products rose 
by 1 per cent, production of meat rising by 5 per cent and 
of eggs by 7 per cent. 


East European countries 


There were substantial variations in the generally good 
results achieved in the agricultural sector in eastern 
Europe. In Bulgaria and, apparently, in Albania crop 
output increased above the 1970 level, but the planned 
target was not reached. In Albania, grain output rose 
3 per cent, tobacco 5 per cent and sugar-beet 9 per cent. 
In Bulgaria, apart from an excellent maize harvest, 
good results were obtained in sunflower seeds, grapes, 
flax fibre and cotton. Output of vegetables and fruit 
declined in comparison with 1970. 


In Czechoslovakia, total crop production increased by 
3 per cent, but marketable production delivered to the 
State declined by 4 per cent. Crop production remained 
4 per cent below the planned level, in spite of the record 
grain harvest which did not offset the low output of 
sugar-beet, potatoes, and fodder plants. State procure- 
ments of sugar-beet were, in fact, 19 per cent below the 
plan target, and procurements of potatoes fell short by 
9.5 per cent. While the unfavourable weather was mainly 
to blame, it has been pointed out that—unlike the grain 
harvest, which has been entirely mechanized—potato- 
picking has been mechanized to the extent of 55 per cent, 
and sugar-beet to the extent of above 60 per cent. Also, 
the agricultural sector was said to be short of trucks. 


In the German Democratic Republic, the plan for both 
grain and potato deliveries to the State was fulfilled. But 
the low fodder production has to be supplemented by 
imports. A similar situation developed in Poland where 
fodder and root crops suffered from unfavourable 
weather. Grain production rose some 20 per cent above 
the level of the preceding year (when the crop was 
exceptionally low), but this reflected mainly a gain in 
bread grains; output of coarse grains rose by only 5 per 
cent. Moreover, the sugar-beet yield remained unsatis- 
factory and output of potatoes, vegetables, fruit and hay 
declined considerably. Total crop production increased 
by only 1.5 per cent. 


Production trends in agriculture and industry 63 


TABLE 2.5 
State procurements of some agricultural products 


1968 
Bulgaria 
Breadsgrains seam ane 1 325 
Slee прова oo 348 
Sunflower seed ........ 440 
Mea tor errr nes tte ce, 556 
Milks eke cee aera Se. 1124 
|B Tey ces el nel oe ain =e ae Be 1101 
Czechoslovakia 
Grainy total о оо een ne i) TAA 
Sugat-beet vee. cose . о, 7 787 
и ее 1829 
Meat Ain в 1161 
Mia aes) ne МОНЫ 3 497 
| Tea Pe а a a 1 658 
German Democratic Republic 
Grainne aa. о 2 192 
plgar-Deete es В © Е. 6 072 
Potatoes: а: о. _ 3 833 
Е И 1620 
IM i с ee A eR: oct 6 530 
О до р ее 3 060 
Hungary 
Breads oraincmeg sige: er ses 2 047 
Sugar-beet4 = es) seo Se. 3 402 
IPOLATOES Ne beg Me OD киа 341 
ВИО eri.) eee и. 723 
о. 1133 
ро: К ch amis ох 829 
Poland 
Cereal Smet ree ts ee ks 4 770 
ЕЕ sete. se Зы ВА 14 800 
РОО о 5 454 
а Olt chi” GPs” ssa she Ел 
О ec. s oe 5 069 
gos ee eee Geel ae te ob ed 2 164 
Soviet Union 
(Givin ра ре ea Oe meee 69 047 
Болт Ре ое chen on 84 168 
ОАО ое 11 721 
Sunflower зее4........ 4906 
ето, Fats. a, Met 4 7 437 
Е: с в. 43 996 
с с в ма ое 14 061 


1969 1970 1971 
1427 1 798 1855 
547 615 628 
526 395 436 
509 510 546 
1118 1179 1212 
964 1064 1189 
1932 1708 1 889 
5 586 6 492 5 693 
1432 1561 1581 
1118 1188 1268 
3 642 3705 3874 
1 574 1832 2013 
2229 2441 2436 
4061 5 125 4 503 
3 829 4254 4104 
1 655 1 651 1700 
6 564 6492 6 576 
3219 3 504 3 631 
2602 1 733 2 546 
3 242 2130 2 053 
385 333 348 
723 703 893 
1164 1203 1156 
731 1047 1015 
5 029 4310 5150 
11 321 12 742 а 
4257 5407 4036 
1386 1368 1460 
5 041 5 309 5 453 
2278 2 509 2457 
55 540 73 284 
65 283 71 385 
10 628 11 233 >11 400 
4312 4 613 и 
7412 8 101 9200 
43 782 45 681 47 100 
15 444 18 054 21 600 


® Thousands of tons except for milk which are in millions of litres and eggs which are in millions of units. 


b Live weight. с Carcass weight. 


In Hungary, on the other hand, not only did the level 
of crop output recover most of the ground lost in 1970, 
but the all-round performance was more balanced. Grain 
output rose by 28 per cent, of which coarse grains by 
20 per cent. Apart from this, the potato and oil-seed 
crops were higher; output of sugar-beet, vegetables and 
tobacco was less than in 1970, {an important reason 
being cut-backs in the cultivated area reported to be 
necessary because of manpower shortage. Yields per acre 


4 Cattle, pigs and sheep. 


for some of these products was, however, higher than in 
the preceding year. Crop production in Romania was 
also very satisfactory. Grain output reached an all-time 
high, output of bread grains rising by 65 per cent and 
coarse grain by 16 per cent. Output of sugar-beet, pota- 
toes and sunflower seeds also increased, although output 
of the latter remained below the planned level. An 
expansion of irrigation, damming and drainage opera- 
tions is reported. 
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TABLE 2.6 


Investment and current agricultural inputs in the Soviet Union 


1971 1972 
1967 1968 1969 1970 на FR olan 

A. Investment (million roubles, constant prices) fart. yc, 

Total investment outlays in agriculture . . Ae 7 >. 19 oe = | 

Investment in the agricultural sector . . 13 701 15227 15 674 17 oa a : 

of which: productive .........-. 10 818 12 087 12 599 14 152 Г. о ей 
В. Stocks and deliveries of machinery (in 

thousands) 

Stock: fe 

Tractors—physical units. ........ 1 739 1 821 1 908 

И ооо ees sas ke fenee 3 485 3 776 4 052 4 343 

СташгсотЬ тез в a) teen 553 581 605 623 

Motortrucks р о а << № оо, sane 1054 1097 1153 1206 

Deliveries: 

Tractors—physical units. ........ 287 292 303 309 316.5 312 316 

Я В cael eer: it 624 676 696 721 

Graintcombines seem) ence 96 98 92 97 99 i 

О Бо са в 108 146 155 157 168.5 143 187 
С. Fertilizer supplies (million tons) 

По СОАО) о о о ene ne 388 36.2 38.8 45.6 50.5 50.2 53.5 

Total (pure nutrient value). ....... 7.8 8.3 8.9 10.4 

inpkilograms рег hectare memset 31.8 51/55) 40.3 47.0 


Sources: Statistical Yearbooks, plans and plan-fulfilment reports. 


а Including investment in agricultural research establishments, construction 
of repair shops of agricultural supply organizations, investment in building mat- 


The livestock sector was able to draw feed supplies from 
the improved coarse grain harvest and in some cases from 
bigger imports;> on the whole the performance was 
satisfactory. In Bulgaria animal output rose by 4.9 per 
cent—meat output rose by 8 per cent, milk by 2 per cent 
and wool by 3 per cent; the cattle herd increased by 8 per 
cent and the number of pigs by 18 per cent. State pro- 
curements of meat increased by 7.5 per cent, including 
procurements of poultry by 16 per cent, and procure- 
ments of eggs by 12 per cent. 


5 Fodder supplies are, of course, also influenced by the harvest 
in the preceding calendar year. The following table provides some 
data on the development of fodder imports in 1967-1970. For 1971, 
a continuation of the indicated trend is implied in official statements. 


(In thousands of tons ) 


1967 1968 1969 1970 
Czechoslovakia 
Barley. ons Gee eae ies 162 125 197 139 
Maize cn ас 138 263 217 122 
Othe en i ee ee 334 342 455 427 


Варе м vow cman eae aon 203 170 219 797 
т ete eee ee eee 352 394 314 411 
К ре ле 108 141 137 206 
Hungary 

Animal feeding stuffs. ......... 401 475 445 758 
Poland 

Barley Е ее a ae 418 545 375 1 093 
Maize 


Hf RS ee WCC аи. 200 295 247 231 


erial production plants (serving the agricultural sector), investment in the construc- 
tion base of irrigation works, investment in food-processing installations, etc. 


In Czechoslovakia total animal production increased 
by 3 per cent and marketable production by 5 per cent. 
Livestock numbers increased moderately (the nuinber 
of pigs by 4 per cent). However, State procurements of 
meat increased by 7 per cent (slaughtering pigs by 8 per 
cent and poultry by 11 per cent), and plan targets were 
exceeded. Demand for poultry and eggs was entirely 
covered from home production. Surplus egg output was 
exported. Because of improved meat supplies, imports 
of meat were reduced. The persistent failure to increase 
milk production remains a cause for concern. While 
milk output is limited by the stock of cows which has 
not increased for some years (an increasing stock of cows 
in State and collective farms barely compensating the 
fall in the private sector), demand for butter and high- 
grade cheese products, which have to be imported, has 
steadily increased. 


Marketable production of animal products in the Ger- 
man Democratic Republic increased by 2.4 per cent. 
Output of meat rose by 3.8 per cent (poultry by 16 per 
cent). State purchases of milk increased by 1.3 per cent, 
somewhat less than foreseen by the plan. Livestock num- 
bers increased satisfactorily in view of the difficult 
situation for fodder supplies. 


In Hungary, results of pig-raising were very good; sup- 
plies of slaughtering pigs both for the home market and 
for export increased considerably. Cattle breeding was 
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TABLE 2.7 


Supplies of tractors, grain combines and chemical fertilizers in east European countries 
(Tractors and combines in thousands, fertilizers in thousand tons) 


ИОВА Я Tc Ott? OnE ics СЛИВ Ва LAS eae, beara ни yd henbetl 


5 


Coun Tractors Grain combines 
1967 1968 1969 1970 1971 1967 1968 1969 1970 1971 
Е Be Stocks 
с О . 84.0 90.3 93.7 99.2* : у ; 
Czechoslovakia® |... 1952 2047 204.1. 2130 [2998 Pifaia RM Se ОНИ Hs 
German Democratic Republic | 1387 1443 1458 148.9 рб бе 17.9) = ПИН 
НО ae 67.6 67.2 67.4 68.9 9.8 10.4 11.2 11.8 
Poland is “wc he ag? 151.2 168.4 192.7 213.6 240 8.5 10.8 12.1 14.0 
Romaniages ess в вв 92.8 96.4 101.9 107.0 185 41.8 47.1 48.4 45.2 47.3 
| Deliveries 
Bulgaria . . Sep etna se 3.55 6.45 4.61 3.47 1.43 1.07 0.47 0.23 
Czechoslovakia ...... 7.60 10.60 6.93 8.33 1.61 0.64 1.48 1.50 
German Democratic Republic 10.18 11.03 11.07 11.40 9.48 0.67 0.74 1.63 1.78 1.53 
LUT aT yet ee ee 4.36 4.39 6.40 9.43 10.20 1.58 1.34 1.07 1.51 
Poland Balers arn amen 24.18 24.89 25.99 27.18 28.6* 2.08 1.43 1.65 2.01 
попа аи" 8.26 8.54 9.00 11.90 4.94 7.80 4.05Ъ 1.08Ъ 
Fertilizers application 
Bulgaria . . даа 607 842 692 639 636 
Czechoslovakia ...... 900 1037 1152 1227 1 320* 
German Democratic Republic 1354 1485 1500 1535 
аа оо оо вес 514 629 699 837 970* 
Poland He a 1 582 1 829 2141 2 416 22572. 
попа а. 498 545 551 702 748 


Source: National statistics; plans and plan-fulfilment reports. 


less successful; numbers declined slightly, and milk pro- 
duction was below the 1970 level. Exports of slaughtering 
cattle diminished. 


The pig population in Poland also expanded rapidly 
(by 13 per cent), while the cattle herd expanded only a 
little and the number of cows declined. Meat production 
and particularly meat procurements increased, mainly 
owing to higher supplies of slaughtering pigs and poultry. 
Milk production increased in spite of the lower number 
of cows, because of an increase of milk yield per cow. 


Efforts to increase livestock numbers in Romania have 
been successful. The cattle herd augmented in 1971 by 
6 per cent (cows by 21 per cent, pigs by 22 per cent, and 
poultry by 11 per cent, but sheep by very little). However, 
meat production declined in comparison with 1970. 
Milk production increased by 2 per cent, and egg produc- 
tion by 10.3 per cent. 


In all countries of the area, further efforts were made 
to increase supplies of fertilizers and to improve the level 
of mechanization (see table 2.7). 


As regards the organization of agriculture, the pro- 
cess of concentration and specialization has been carried 
farther in Bulgaria. One hundred and seventy agro- 


а Tractors in 15 h.p. units. 


> Including maize combine harvesters. 


industrial complexes have now been established, each 
with an average area of about 26,000 hectares and replac- 
ing 5-6 State and collective farms. The agro-industrial 
complexes so far created employ 90 per cent of the agri- 
cultural labour force and farm about 90 per cent of 
arable land. They enjoy considerable economic and legal 
independence, and are expected to play an important role 
in the concentration, specialization and intensification of 
agricultural production. 


In Poland, a number of measures were taken to safe- 
guard agricultural land and to improve land utilization. 
As from 1 January 1972, the obligatory delivery quotas 
for cereals, potatoes and meat were abolished. Apart 
from raising agricultural incomes (such quotas were 
delivered at lower prices than those delivered on a con- 
tractual basis) this will serve to provide producers with 
greater freedom in shaping their product mix. Other 
measures aim at creating more favourable conditions for 
agricultural development, including a reduction of land 
tax, especially for farms situated in non-fertile areas, an 
increase in purchase prices for slaughter animals, poultry 
and milk, and a reduction of prices of industrial feed; 
changes in the remuneration system in State farms; and 
the inclusion of private farmers and their families in the 
social security system. 


Eastern Europe 


(ii) Industry 


In 1971, gross industrial production in the region 
increased by an estimated average of 7.7 per cent com- 
pared with 8.5 per cent in 1970. The change in the rate 
of expansion was about the same in the Soviet Union and 
in eastern Europe considered as a group, growth of the 
latter being marginally slower. A decline in the industrial 
growth rate was anticipated in nearly all annual plans 
and, in fact, most countries were able to reach—and 
some to exceed significantly—their global target. 


Industrial labour productivity also increased more 
slowly. Changes in labour productivity are to a great 


extent related to the growth of output and, generally, 
this was the main factor affecting performance. However, 
in a number of countries, employment rose faster than 
in 1970 and in most countries the relationships between 
employment, productivity and output growth became 
less favourable. 


The pattern of expansion of output and productivity by 
countries is set out in detail in table 2.8. Growth was 
faster than in 1970 in Albania, as fast in Bulgaria and 
slightly slower in the German Democratic Republic, 
Poland, Romania and the Soviet Union, and signifi- 


TABLE 2.8 


Global output (A), Employment (B) and Output per man (C) in industry 


Percentage changes from preceding year 


Country and indicator 1959 1969 1979 : 971 1971 1972 
plan*® actual plan 
Albania 
о aah TERS eat ee em 19.0 11.0 7.8 the: 11.5 
Bulgaria 
bate Oh he Dene te eon comers 10.4 9.9 9.3 10.0 9.5 ed 
Bae ee ry oe ee eas 1.2 3.0 0.8 21 3.1 
К. 9.1 6.7 8.4 ЕТ 6.2 
Czechoslovakia 
И A pe ee am 5.3 5.4 8.5 5.7» 6.9 
Bee errr Cots ied ria Uae ee 122 0.9 0.1 0.0° 0.4 
Cine eee ay. ee ат 4.2 4.5 8.4 5.75 6.5 
German Democratic Republic 
Ye? SNE ty eee СЕ 6.5 7.0 6.5 5.4 5.5 55 
о о ен, 0.5 1.0 0.0 
Cart tae tt t. er hece Ae ene enone? 6.0 6.0 6.5 
Hungary 
ИА ее 5.2 2.9 7.3 6. 5.0 5—6 
ВА м 6.2 2.9 0.5 1:5 —0.3 0.5 
ке. —0.9 0.0 6.8 4.4 5.3 4.5-5.5 
Poland 
О eo tec ce fs 9.4 8.9 8.5 6.8 с 8.0 7.0¢ 
Be, tira eee eS WES 3.6 3.6 1.6 1.9 2.9 See 
ее beet et ne 5.6 Biol! 6.8 4.8¢ 4.9 3.7¢ 
Romania 
Ta ee PE aN ee eae О сои 11.7 10.6 11.9 9.0 tes 11.0 
Воли eee ee ee 4.3 5.5 4.3 2.4 6.1 
Some ete’ Sok ens rm SA Flas f 7.1 4.8 te 6.4 5.1 
Eastern Europe 
Pais hers RCT ce Sect ition eater ana А ie 8.4* 6.8* Ugh 
Do teen Waratah a eee Rhee Oe 2 2.7 1.2. 1.9 
о сю о Cr ian ee ae 4.9* 4.7* teak: 55 
Soviet Union 
а я eee И 8.3 el 8.5 6.9 7.8 6.9 
т ee oe 3.3 2.4 1.4 0.9 1.4 0.8 
Pe a о eR Me MEP rien MEAT al Oh Cyc 4.8 4.6 7.0 5.9 6.3 6.1 
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TABLE 2.8 (continued) 
Global output (A), Employment (B) and Output per man (C) in industry 
rr ne ere re ee. SOUT ОВОС yd Ae РОССА 
Percentage changes from preceding year 
Country and indicator 
1968 1969 1970 1971 1971 1972 
plan actual plan 
Byelorussian SSR 
Ta tke peer ured, ge ра een 2 11 12 9 Ц 8 
В РО ао 6.5 4.3 3.7 ae Sail .. 
Cat gi RM АЕ 5 6 8 ae 8 
Ukrainian SSR 
NOE ED iat tt и ee hice cool д 8 8 8 5.9 6.9 5.6 
ces ее. Lee 4.3 Soll 2 1.0 1.6 — 
ое лс RE 4 5) 6 Bo 5.2 5.6 
Eastern Europe and the Soviet Union® 
Y= iat en a Se See We 9.5% 6.9* Veil: о 
В WA graye Иа Ball 5 1.3 1.6 
а а аа Vs 4.8* 4.6* Toile 6.0 
Sources: CMEA Yearbook 1971; national statistics; plans and plan-fulfilment reports. 
: Note.—Except where otherwise indicated, output data refer to gross production. The data cover State and co-operative 
industry only. Productivity figures are generally derived from output and employment data. 
8 Targets set in original plans. The figures shown in the table may differ from those implied in the reported data on the actual 
change during the year and the percentage of plan fulfilment, either because of plan modifications or because of differences in the 
base. Original plan figures are usually related to preliminary estimates of the base year: plan-fulfilment reports, as a rule, relate 
to the final returns of the base year. 
> The figures refer to “commodity production” which is not strictly comparable with gross production because the former 
excludes work in progress. 
< Sales. 
а Component indices weighted by secretariat estimates of industrial value added in terms of “‘average’’ US dollars. The latter 
was obtained from GDP values (derived by the physical indicator method as described in the Economic Survey of Europe in 1969, 
part I, chap. 4) and estimated shares of industry in the GDP. The following table provides a comparison of the new weighting 
system with that used in previous SuRVEysS (derived as a simple average of each country’s share in the total industrial employment 
and industrial consumption of electric power in the area), as well as with that which results from shifting the base of the old 
weighting system to 1970 (see Economic Survey of Europe т 1966, chap. II, table 2, footnote d and Economic Survey of Europe 
in 1962, part 1, chap. I, p. 3, footnote 2). 
Previous weight New weight 
1965 base 1970 base 1970 base 
о cst) ck et =e gl к 1.8 2 2.0 
Я о 3 Wek ee hel, ae ce 5.6 5.4 5.4 
German Democratic Republic. .... . 7.6 6.7 ТА 
PIGUSACY oy ces а и < er 2.8 pag | 2.4 
Poland = Far чо Oem 7.9 7.8 Е 
ВО ро мае нее 9:2 3.8 3.8 
уе . 2 ee О о 28.9 28.4 28.1 
НО д ро о ооо а 71.1 PNAS 71.9 
Total Mey eet acer) uns, as Nome xe 100.0 100.0 100.0 
cantly slower in Czechoslovakia and Hungary. In general, Productivity as a proportion of output growth 
countries with a traditionally faster industrial growth rate (Per cent) 
performed better (slowing down less or even accelerating) 
than those where growth has traditionally been slower. Hiss = 1970) от 
In effect, there has been some widening of the inter- = 
country spread in the rate of expansion. ВОНА, ооо, 68 91 79 67 
. : : : Czechoslovakia. ...... 83 99 100 94 
: f industrial 
Inter-country differences in the growth . . German Democratic Republic 86 100 ts oe 
employment have also widened. Growth rates of indus- fee 0 93 ae 106 
trial employment came closer to reflecting differences Ш poland .. 1... 59 я aie 63 
the availability of labour reserves. Romania. =. 456% aoe AT 63 73 46 
Soviet Unionia ое 68 83 87 82 


Growth rates of output and employment being cor- 
related, inter-country differences in the growth rate of 
labour productivity remained rather small. However, 
differences in the proportion of output growth accounted 
for by the growth of labour productivity (a rather sen- 
sitive index of relative ‘labour intensity” of growth) 
widened significantly: 


8 Gross sales per employee. 


Changes in the growth rate of the major industrial 
branches are shown in table 2.11. Engineering output 
rose by some 10 per cent, growth being faster than in 
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1970 in Bulgaria, about equal in Poland, Romania and 
the Soviet Union, and slower in Czechoslovakia, the 
German Democratic Republic and Hungary. Output of 
the chemical industry rose by about the same percentage, 
growth in all countries of the area having been slower 
than in 1970.-Growth was also slower in the construction 
materials industry and—less generally—in light industry. 
Taken as a whole, output of the light industries expanded 
by an estimated 7 per cent. The growth of the food- 
processing industry was generally faster in 1971 than in 
1970, except for Czechoslovakia and the Soviet Union. 
For the area as a whole, the expansion of the food-pro- 
cessing industry is estimated at around 5 per cent. These 
differential growth rates approximately correspond with 
the long-term development pattern. 


Changes in the growth rate of some major industrial 
materials are shown in table 2.13.5 For the area аз a 


© The level of production of a number of important products is 
shown in appendix table 1. 
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whole, output of electricity rose by 7.6 per cent and of 
fuel (calorific content) by an estimated 4.8 per cent, com- 
pared with 7.2 and 5.1 per cent respectively in 1970. 
Performance in the various countries differed to a large 
extent, however, and in some cases significant increases: 
in imports were necessary in order to relieve the pressure 
on supplies. The growth of steel output decelerated from 
5.6 to 4.7 per cent and that of rolled products from 6.5 to 
about 1.5 per cent, improvements being reported in the 
composition of output. 


Judging by the 1972 plan targets, little change can be 
expected in the growth rate of industrial production in 
the current year. In most countries industry targets are 
lower than the rates actually attained in 1971 (table 2.8). 
They are similar, however, to the targets for that year, 
and lower than those in the five-year plans. This may 
imply that over-fulfilment of the annual targets is expected 
and is counted upon as an element in the attainment of 
the longer-term goal. Only in Bulgaria is a significant loss 
of momentum apparently expected in the current year. 


TABLE 2.9 


Growth of producer and consumer-goods output 
(Percentage change) 


1968 


Bulgaria 

УР (о iene 10.1 
(Со ЫЕ 008 оо обобс 9.6 
Вано 0.95 
Czechoslovakia 

Producer Во ооо ne 5.4 
(СИЕ 069 ообовос 5.8 
Вано we Meee es a 1.07 
German Democratic Republic 

Producer poods о ооо об Те 
Gonsumerscoods. + ee 4.2 
Rati Ogu ies aes air eee 0.59 
Hungary* 

Producengoods о... 4.7 
Gonsumergoods) eee Dial 
КАНО a Ce teaae ae 1.09 
Poland 

Producer goods. ....... 10.7 
Consumer goods ....... 6.8 
о о о в 0.64 
Котата 

Producer.goods. . . 4... . 14.3 
Consumer goods ....... 10.7 
т ро о coer st eee oy & 0.75 
Soviet Union 

Producer goods . 8.0 
Consumer goods) =.) 245 = 8.3 
Ва ess cde eee ae 1.04 


1969 1970 1971 1971 
plan actual 

9.9 12.1 

8.9 6.7 

0.90 0.55 

6.0 7.9 а 
4.5 9.4 5.9 
0.75 1.19 0.80 
8.4 6.7 

2.0 5.9 

0.24 0.88 

1.7 97.5) 

6.0 8.7 

3.53 1.21 
10.0 8.9 85 
ce 7.5 7.0 
0.69 0.84 0.82 
10.6 14.0 
10.1 8.3 

0.95 0.59 

eS 8.2 6.7 7 
1.04 1.04 1.10 1.03 


Source: National statistics; Reports оп plan-fulfilment; and CMEA Yearbook 1971, p. 58. 
NoTe.—Ratio is of consumer-goods growth to producer-goods growth. 
“ Figures differ in coverage from those in table 2.8. The exact nature of the difference is not known 
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Review by countries 


‚ In the Soviet Union, gross industrial production rose 
by 7.8 per cent compared with a planned 6.9 per cent. 
Aided by an unusually mild winter, performance in the 
first half of the year was as good as in the comparable 
preceding period. In the second part, however, there was 
a deterioration particularly in the last quarter: 


Soviet industrial production 
(Per cent change over the corresponding period of the preceding year) 
Ре ПЕ о 


First Second Third Fourth 

quarter quarter quarter quarter 
1968 9.3 8.7 6.6 7.8 
1969 6.0 7.8 UP 7.0 
1970 8.9 8.1 7.9 8.3 
1971 8.6 8.4 7.6 6.6 


The plan output increase was attained by both employ- 
ment and labour productivity rising faster than planned. 
However, the growth of employment at a modest 1.4 per 
cent was the same as in 1970 (when it fell from an average 
of some 3 per cent between 1966 and 1969), whereas 
labour productivity expanded by 6.3 per cent. Although 
the increase in productivity was less than in 1970, it 
accounted for nearly the same proportion of output. 


The over-fulfilment of the annual output plan was 
greater in the producer-goods sector than in the con- 
sumer-goods sector (table 2.9) and the growth relation- 
ship between the two sectors has remained the same as 
in the preceding three years. Fuel, chemicals and con- 
struction materials were among the branches which 
accounted for the slower growth of the producer-goods 
sector. In the consumer-goods sector, the food industry 
accounted for the slower growth. 


Progress in the introduction of new technical pro- 
cesses and products was reported for 1971. Plans in these 
fields were fulfilled to a larger extent than in the pre- 
ceding year. The share of new products in total output 
rose, partly as a result of a faster rate of withdrawal of 
obsolete lines.? The profit plan (originally set at 13 per 
cent) was reported to have been fulfilled. 


In the Byelorussian SSR industrial growth continued at 
a rate of 12 per cent. Employment-productivity propor- 
tions were also similar to those in 1970, a high rate of 
employment growth being associated with an above- 
average growth of labour productivity. Practically all 
branches maintained their rate of expansion, growth 
being especially fast in fuel (petroleum), energy and 
chemicals. 


In the Ukrainian SSR industrial production expanded 
by 6.9 per cent which was also in excess of the plan but 
less than 1970. Industrial employment rose by 1.6 per 
cent and labour productivity by 5.2 per cent—comparing 
rather unfavourably with the Soviet Union average. The 


7 It was reported that around a thousand obsolete products were 
withdrawn from production in 1971 as against a few hundred in 
1970 (M. Korolev, Pravda, 3 February 1972). 


growth rate fell in all branches, particularly in food pro- 
cessing. 


Among the east European countries, industrial pro- 
duction in Bulgaria rose by 9.5 per cent and labour 
productivity by 6.2 per cent. Both these figures, espe- 
cially labour productivity, were less than planned and 
their relationship deteriorated significantly as compared 
with 1970. Nonetheless, with two-thirds of the industrial 
output growth accounted for by a rise in productivity, 
the pattern observed since 1968 was more or less main- 
tained, with the stress on “intensive” as opposed to 
“extensive” growth. 


The performance of Bulgarian industry in 1971 was 
favoured by a high level of engineering exports. A strain 
on the supply of basic materials was felt, however. Out- 
put of producer goods apparently rose somewhat slower 
than in 1970 and consumer goods somewhat faster. This 
reduced the disproportion which had developed in the 
relative expansion of the two sectors. Among producer 
goods, a faster growth of output in engineering and 
metal-working counterbalanced a slower growth of the 
energy, fuel and chemicals industries. In the consumer 
goods sector, the clothing and leather and footwear 
industries grew faster than in 1970 but the textiles industry 
grew less. 


In Czechoslovakia industrial production expanded by 
6.9 per cent and labour productivity by 6.5 per cent. 
Both figures were lower than 1970 but higher than 
planned and their proportion favourable by historical 
standards. According to preliminary estimates, indus- 
trial sales rose slightly more than production. Total sales 
rose by 7.2 per cent of which deliveries for intermediate 
consumption by 7.5 per cent (table 2.10). Sales to final 
outlets rose by 6.6 per cent, somewhat lower than the 
growth of production. Nonetheless, this represented an 
improvement over 1970 when final sales rose at a much 
lower rate than production (with a correspondingly 
higher proportion of output being absorbed by inter- 
enterprise turnover). 


As in 1970, a high level of export demand was an 
important element in the growth of production. Elec- 
tricity supplies improved partly because of a continued 
steep rise in imports, which now account for nearly one- 
tenth of total supply.® 


In the German Democratic Republic, industrial pro- 
duction expanded by 5.5 per cent, labour productivity 
apparently rising at a slightly lower rate.® While fairly 
successful in relation to the original target for the year, 


8 The growth of electricity supply has been as follows : 
in billion kWh percentage changes 


(a) (b) (c) (a) (b) (c) 
Е: О шо 41.6 ie 43.8 
1969 43.1 pp 46.3 3.6 45.5 5-7 
И went 45.2 3.9 49.1 4.9 21.9 6.1 
1971 47.2 5.0 52.2 4.6 28.2 6.3 
(a) = production; (b) = imports; (c) = total supply. 


9 According to the plan-fulfilment report, labour productivity in 
enterprises controlled by industrial ministries increased by 4.5 per 
cent. Labour productivity in total industry may have risen some- 
what more in connexion with a decline in employment in other 
types of enterprise. 
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TABLE 2.10 


Changes in the volume of industrial sales, by type and outlet 
(tl ee ee eee eee eS SS meee 


Annual percentage increase 


1971 
1968 1969 1970 preliminary 


Oe aes a tt See ee ee ee eee 


Percentage 
of total 
in 1970 
Czechoslovakia 
Motalundustrial СЕ 6 ооо зо 100.0 
of which: 
Intermediateoutletsm een etn ene 63.6 
ЕО орообо ome ot) 36.4 
of which: 
for personal consumption. .... . 16.0 
investments erry ate. «sas ee 4.2 
EXPOltSe cr meet. eee ee oe ee 12.6 
Hungary 
Motalundustrialisalesmeueean een. eee 100.0 
of which: 
Intermediate outlets ......... 525 
Finalioutlets; оо ии 47.5 
of which: 
for personal consumption. ..... 23.0 
TOMES о go 5 6d 5 a 6 bo 3.9 
EXPOLSh se ес eee rs 20.6 


5.4 6.4 8.8 2 
4.9 5.0 10.1 7.5 
6.3 9.1 6.4 6.6 
8.7 8.7 4.8 4.0 
6.8 14.4 1.4 4.0 
3.1 8.0 10.5 11.0 
3.6 5.3 7.9 5.5 
6.0 1.0 6.0 6.0 
1.8 10.8 10.0 4.8 
4.4 8.0 13.0 3.0 
—3.4 10.1 6.0 9.0 
0.2 13.7 7.0 6.0 


Source: National statistics; and plan-fulfilment reports. 


the growth of output and productivity was relatively low 
by historical standards; in fact, it was the lowest in a 
number of years. 


The main problems faced by industrial planners in the 
German Democratic Republic were described in the 
SuRvEY for 1970.10 In the course of 1971 efforts were 
concentrated on tackling these problems, above all on 
alleviating the strain on power and basic materials supply. 
Nonetheless, serious difficulties continued, especially in 
heavy industry. According to the plan-fulfilment report 
“... disproportions between demand and supply (of 
some intermediate products) diminished more slowly than 
anticipated”. This led in some cases to several revisions 
of plan targets in the course of the year, and to a final 
structure of output significantly different from that 
originally planned. 


In Hungary, industrial production expanded in 1971 
by a modest 5 per cent as against a 6 per cent target. 
Industrial employment, instead of rising by the planned 
1.5 per cent, actually declined slightly for the first time 


10 Economic Survey of Europe in 1970, part Il, р. 102. 
11 The extent of deviations from the original plan in the various 
sectors can be seen from the following figures: 


Industrial commodity production 
(Percentage increase over preceding year) 


Ministry Plan Actual 
Basic industries (coal mining and energy resources) . 5.8 3.0 
Ore mining, metallurgy and potashindustry. .... 5.6 7.0 
Chemicalsiind istry sae о о бо но en Tes) 5.6 
Electro-technical industry and electronics ... . . . 10.7 8.4 
Heavy engineering and complete installations 6.0 5.0 
Processing machinery and transport equipment 71,9) 6.7 
Bightindustryt ce so ein ite о 5.4 5.3 
Local administered industry and food-processing . ane 3.6 


Source: Plan and plan-fulfilment report. 


in many years. In effect, the growth of labour produc- 
tivity was higher than envisaged in the plan. An improve- 
ment in the output-productivity growth relationship was 
especially important in Hungary and, from this point of 
view, developments in the last two years have been very 
satisfactory. However, the failure to raise employment 
sufficiently in 1971 appears to have hampered growth. 
While the reasons for the inadequate expansion of 
employment cannot be stated with any precision, it is 
possible that new regulations aiming at limiting the 
growth of employment had an unduly restrictive effect.” 


Weak performance on the retail market was another 
factor restricting the growth of Hungarian industry in 
1971. The slowing down in the growth rate was most 
marked in light industry where stocks rose and domestic 
orders, mainly in textiles and clothing, declined. Totai 
deliveries to consumer outlets rose by 3 per cent follow- 
ing the unusually high upswing of 13 per cent in 1970 
(table 2.10). The growth of sales for investment by con- 
trast accelerated from 6 to 9 per cent, while the growth 
of deliveries for export remained roughly unchanged. 
Total sales to final outlets rose at about the same rate as 


12 Regulations introduced early in 1972 made it more expensive 
for enterprises to raise their number of employees. It should be 
noted that, together with the tendency to raise output by means of 
what may be termed as excessive employment, there exists in 
Hungary (as in a number of other countries) the problem of labour 
shortage in some areas. It is likely that this problem was aggravated 
in 1971 and also contributed to the stagnation of total employment. 
The regulations introduced in 1972 in the pensions system may have 
been prompted by this problem. The new system provides incentives 
for workers and employees of retirement age to remain at work for 
a longer period. 


industrial production, reversing the pattern of the two 
preceding years when sales expanded much faster indi- 
cating a considerable running down of factory stocks. 


In Poland, gross industrial production expanded by 
8 per cent. No figure has been reported for the increase 
in the volume of gross sales, currently used as the main 
indicator, but, according to indirect figures, it must have 
been, slightly greater than the production increase, and 
considerably greater than the figure in the original plan 
(6.8 per cent).** Employment grew by 2.9 per cent, 
exceeding the plan target by a significant amount. Out- 
put per man (measured in terms of sales) exceeded the 
plan target, but the proportion of output growth 
accounted for by higher productivity was lower. Producer- 
goods output rose by 8.5 per cent and consumer-goods 
output by around 7 per cent, the growth proportion 
_ Yemaining about the same as in 1970 (table 2.9). 


An important feature of the development of Polish 
industry in 1971 was the improvement in the ratio of 
sales (especially of final goods but also of intermediate 
goods) to output. While gross industrial output rose 
somewhat less than in 1970 total sales appear to have 
risen significantly faster.4 Moreover, a comparison of 
production figures for the various branches with the cor- 
responding expenditures indicates that final deliveries 
have risen more than production, reversing the pattern of 
1970. 


While no direct data are available, it appears that an 
upswing in deliveries for the home market has accounted 
for most, if not all, of the acceleration in the growth of 
final sales in 1971. The increase in the growth of deliveries 
to the consumer market of products of the engineering 
and metal-working industry (from 4.4 to 19.4 per cent) © 
was particularly sharp. Deliveries from light industry to 
the domestic market rose by 12.7 per cent (faster than 
in 1970), although output rose by only 4.1 per cent. 
Deliveries of processed foods also accelerated, reflecting 
faster output growth helped by a rise in raw material 
imports (imports of agricultural products and foodstuffs 
rose by 37 per cent). 


Aided by a steep upswing in agricultural supplies and 
a large intake of labour, Romanian industry expanded 
production by 11.5 per cent—-maintaining the highest 
rate of expansion in the area. Industrial employment rose 
by 6.1 per cent, the highest rate in a great number of 
years and slowing down the growth of labour produc- 
tivity from 7.3 to 5.1 per cent. While no direct figures 
were reported, it appears that the expansion of producer- 
goods output was significantly lower and that of con- 
sumer-goods output faster than in 1970. A slow-down т 
the fuel, ferrous metallurgy and chemicals industries and 
a faster growth in the food-processing industry and, to a 
lesser extent, in light industry contributed to this result. 


18 The Plan was revised upwards in the early part of the year, 
but no global figure was given. 

14 In 1970 gross sales expanded by 6.6 per cent. In 1971, the 
corresponding figure was apparently above 8 per cent. 

18 The figures refer to deliveries by enterprises under the Ministry 
of Heavy Industry and the Ministry of Machine Building. The 
increase was made possible partly by drawing on stocks, which had 
increased significantly in 1970. 
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Although the growth of the chemicals industry was 
fast, performance was not entirely satisfactory in 1971. 
The closing of the lag in the growth of chemicals is of 
strategic importance almost everywhere but, as can be 
seen from table 2.12, in only two countries did the chem- 
ical industry remain “in the lead” in 1971. The growth 
of this industry has been low relatively to over-all indus- 
trial growth, not only in the German Democratic Repub- 
lic where it is well developed but also in Poland, 
Bulgaria and Romania. Only in Czechoslovakia and 
Hungary has the relative growth of this industry reached 
the figure implied in the five-year plan target (see chap- 
ter 3). 


In Hungary, the chemicals industry expanded by 
10.9 per cent reflecting not only a fast growth of oil pro- 
cessing 18 but also of pharmaceuticals (exports of which 
rose by 20 per cent) and of synthetic materials. In Czecho- 
slovakia the industry expanded by about the same per- 
centage, reflecting a faster than average growth of final 
products. The 2.1 per cent increase in the Soviet Union 
also reflected a relatively fast development of final pro- 
ducts. Output of basic chemicals rose by 4 to 6 per cent, 
fertilizers by 12 per cent, plastics and resins 11 per cent 
and chemical fibres 9 per cent.!’ In Bulgaria, the 11.4 per 
cent increase in the output of the chemicals industry 
reflected a considerable increase in synthetic rubber pro- 
duction (started in 1970), synthetic fabrics and tyres, 
whereas in Poland there was above average output growth 
of phosphate fertilizers, synthetic rubber and man-made 
fibres. 


In Romania there was relatively fast growth in chem- 
ical fibres which rose by 24 per cent and in mineral fer- 
tilizers and plastics and resins which both rose by 21 per 
cent. 


It was, therefore, the engineering industry which again 
was generally in the van of industrial expansion in 1971. 
This branch continued to grow faster than total industrial 
output practically everywhere, and even in countries 
where the expansion rate was lower than in 1970 the 
relative growth was in line with or above the historical 
average. The factors behind the favourable performance 
of this industry appear to differ from country to country, 
and it is difficult, with the data available, to analyse them 
in any satisfactory detail. In Bulgaria, Czechoslovakia 
and Romania, a high rate of export growth was appar- 
ently an element sustaining the rate of output expansion. 
In Hungary, a high level of investment demand, and in 
Poland a steep increase of deliveries to the internal 
market, played a similar role. Whatever the importance 
of these factors, it must be noted, however, that in a 
number of countries fluctuations (or the absence of them) 
in the growth rate of the engineering industry in the past 


16 Included here in the chemicals branch. 

17 In September 1971 a special decree of the CPSU Central Com- 
mittee and the USSR Council of Ministers was issued on measures 
for further development of chemical fibres production and of raw 
materials for it. The decree provides for an increase in capacities of 
chemical fibres in 1971-1975 of four times as much as in the pre- 
ceding quinquennium. 
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TABLE 2.11 


Gross output of some major branches 
(Percentage change from preceding year) 


Per cent 
1968 1969 1970 1971 abyss 1969" 


pen eee 2) ies ay eh ee ee Ч ВЕ ВЕ Е ee 
Electricity and heat 


Buigaridree teeter т 155 11.0 ТТ 6.4 1.9 
Соесвочоуама в. 9.2 5 5.6 5.45 4.5 
German Democratic Republic .......... 225 Seal 4.2 3.0» 8.3 
Hungary see wee eet er eee en ene Teles 6.6 6.7 6.3 6.7 3.0 
Polanda м". 9.7 9.4 8.3 9.0 7.0 
ЕЕ see ea обе 13.9 15.4 12.0 1222 3.0 
IBAA en IOs. 6 6 6 Gob Goo Oe ooo Oe ea Wes Tel! 6.7 27-7 
бое sate ere the eee ene 10.0 9.4 Weal 8.35 23 
Byelorussian в een не К ae Be Е 5 as 
ксати IR o 5 polo В 0 0 0 8 6 x са ae a Se 
Totaliarcag ear м tek 9.3 8.9 US) 7.8 100.0 
Fuel 
IBUISATIA ME are tote ey outs cuca play Copco cc gi Are 10.7 24.5 Ziel 25.05 1.7 
Czechoslovakiawa wet ros mt oie m none dens 6.3 8.6 5.9 5.5» 5.5 
German Democratic Republic .......... 6.4 6.0 5.0 aa 6.3 
а ee See ee eee ee ae с Biot! 0.7 4.0 —2.5 во 
Polandh ee eee о. 9.1 Tell Wes 6.5° 10.7 
Romaniat Bees aes IS SRR ee 6.3 3.6 8.9 37 5.6 
Easter Вагоре оо ео Geka RA 7.3 6.8 9.3 xe 33.0 
SovietsUnion ее Seema ie. oe ches 4.5 4.3 6.5 6.0 67.0 
а 6 оо с Gea m go ово 29.0 13.0 19.0 21.0 = 
Ukrainian ОВ er ar cna hie ee 3.0 5.0 5.0 4.0 ee 
Ро ren т mecca yeh ре 5.4 Sal 6.8 ae 100.0 
Metallurgy 
Врата о Фа йе сие 11.4 5.3 12.4 11.0Ъ 2.3 
@оеспо оао о а в 857 4.2 6.6 5.4 7.0 
German Democratic Republic .......... US) 5.6 4.6 7.0» 4.2 
LUN SALTY eee ec оао 5.0 1 2 4.5 2:7 
Poland tee, oe а 5.4 6.6 6.7 ed 6.7 
Romaniag se a ee a ee ee 14.7 7.9 11.6 7.3 4.0 
SERV Sai BOO) hg 5 Gg G og 60 6 deo sd ba G6 3 6 < 6.8 5:3 ИЗ 6.7 26.9 
БОН а м 7.0 2.4 6.0 6.0 Ta 
BME EIN SSR оо ро 6 6 6 8 68 Sa oe ee — ==: = = fs 
Wkrainian: SSR greet teeth tau cue baat “ys oe 5.0 4.0 ху 
и ое о, teat о и a Ри И 7.0 Srl 6.3 a2, 100.0 
Engineering and metal-working 
Bulgaria Gey emcee eee sae aa ees IDES 13.2 12.4 157 ТТ 
(@хесвоз оао ia aes teen ener 7.6 6.9 9.1 8.2 Sai 
German Democratic Republic .......... 8.2 9.7 te 5.8 8.5 
Deity cling! Barn a tool oes. оо 7.9 4.9 8.5 7.0 2 
Olan GEE era are wre es ear on Oca They et Bas 14.8 14.3 1281 12.0 6.3 
INOMANIA egg Pea any Fee ae en ce 17.1 14.9 15.7 15.8 2s 
Eastern hULODe parm mame erste nr 10.4 10.3 10.1 9.4 26.0 
АИ ni Ohya aera em en nn re 12.0 11.9 10.8 11.0 74.0 
ByclonissiansSS Rar sem mre arr ene 15.0 14.0 14.0 14.0 
а В Go 6 ло оо об ар оба 11.0 12.0 11.0 11.0 
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TABLE 2.11 (continued) 


Gross output of some major branches 
(Percentage change from preceding year) 


ee eee eg Se oe ee 


1968 
Chemicals and rubber 
Bulsatiagee- Е ee ce, 26.8 
Crecnoslovakia мы. ee 5.9 
German Democratic Republic .........., Tea} 
А |, OP Oke etek oe). ИИ 9.0 
EGU. ek ce eee ee > 14.2 
PROMANIASM GT Ро мя ое ee 16.8 
Ее EULODe . м о... 10.5 
ОШО: ates een eee ee Е. 12.0 
EVGUMISEMISIR 5 6 5 6 6 5 po 6 6 bu ee 30.0 
танца в о. 13.0 
а В о... 11.4 
Construction materials 
Bul paride ere ae eine mee te alr oe! a 8.1 
Gzechoslovakia meme rte eee eye eee ke ee 5.6 
GermaniDemocratic Republics. 2) 5.2 
LUD SAY ата —0.6 
Roland eras Potters Ale. cee eae s Be 9.3 
ROMANIA Meee Aes Bey OS) ее ced dks, Tete 17.5 
И сре, о mise chee oes a ee 7.8 
NOVictalinl One wet eee et оное yesh Ge 8.0 
Byelorussianiss Rec сор cn ene) oe en 9.0 
Оо о Я ee ken) wich cos 8.0 
SLOta Area о о ks ee eae se ee 8.0 
Light industries* 
Bul Sarita pam а, омлет 11.4 
СПО оуа ка ан oe) es) 2.6 
German Democratic Republic .......... Dat 
ТАЙ ооо рос We phe es aah a —0.9 
ЕЯ eres Fr ee sso ee Se we we 8.0 
ROMANIA Meiers ar elas tce eer ss) ee eee 8.1 
Взор ее ig veel: и 4.7 
О о ее стос 9.0 
IBYelorussianyOsR а ионов 13.0 
Е о ооо с is a рае 13.0 
Гоа ее рее 7.5 
Food processing 
[B{EIP RISE) Suge a. dom colgh ton Glee tanec lol sou CmaicGs Oy SoRBone 4.6 
Czechoslovakia. ..... т АИ 4.2 
German Democratic Republic 4.8 
AUD PALV око ОБО Yen Oster ones oe 3.9 
Ро он. 2.6 
ЕЕ обьЬ ВОО М Он ке 5.6 
РЕЗ р ю бо бою обо бою 3.9 
ео к tna 5.6 
Byelorussian SSR. . 9.0 
ба SSI о 6 6 6 oo oo ow 6 oe 6.0 
ОА К В о: So 


1969 1970 1971 ний т 
18.5 21.1 11.4 1.9 
9.4 11.5 10.7 4.4 
6.8 6.3 5.55 16.0 
7.0 15.4 10.9 2.3 
IDES 12.4 9.0 8.5 
19.6 DS? S22) 4.3 
10.4 itor 8.6 37.4 
11.1 11.9 11.0 62.6 
21.0 26.0 25.0 
12.0 15.0 12.0 Sig 
10.8 11.8 10.1 100.0 
4.3 8.6 8.4 15 
3:2 8.6 oll 4.1 
1.2 14.1 6.0% 4.7 
—9.7 3.6 1.2 1.6 
4.4 5.0 Ae qf 92 
11.7 12.9 10.8 Bri 
Sh) 9.0 Е 22.2 
4.5 10.3 8.0 77.8 
9.0 10.0 9.0 
6.0 9.0 8.0 Pas 
4.2 10.0 100.0 
7.4 4.5 5.2 22 
3.9 Usd 5.5 6.4 
4.7 V7 4.4 7.9 
—6.3 USM Soll 3:1 
8.0 > 7.0Ъ 8.8 
10.1 11.9 8 4.3 
Syn! 7.8 6.6 327 
6.7 7.9 7.0 67.3 
10.0 10.0 9.0 
12.0 10.0 5.8 oe 
6.2 7.9 7.0 100.0 
55 4.1 6.9 2.8 
т 6.1 SJ 4.8 
23 4.5 4.1 6.6 
4.3 3.0 AS 2.9 
2.4 2.5 5.55 9.0 
4.8 4.5 8.4 3.2 
2.9 4.0 5.8 29.3 
4.1 Hes 5.0 70.7 
8.0 10.0 9.0 
7.0 5.0 3.0 Ke, 
Shelf 6.3 5.3 100.0 


Source: National statistics; CMEA Yearbook 1971; and plan-fulfilment reports. 


Note.—Coverage is the same as in table 2.8. 
в Obtained by distributing the total industrial value added figures in terms 
of “ауегаре” US dollars as described in footnote d of table 2.8 by branches 


according to estimated weights. The latter represent an unweighted average of 
employment and fixed assets shares of each branch in the country’s industrial 
total. 


> Estimated. 
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TABLE 2.12 


Ratio of growth rate of some major industrial branches to over-all industrial growth rate 
eee eee ore eae ans a ea — 


German В 
Bulgaria я о. Hungary Poland Romania ats: 

1970 1971 1970 1971 1970 1971 1970 1971 1970 1971 1970 1971 1970 1971 

УИ 5 соо cca 1.3 0.7 0.7 0.84 0.6 0.9 153 1.0 1.1 1.0 ist! 0.9. 1a 
ре. а. 23 2.6 0.7 0.82 0.8 0.5 b 0.9 0.8 0.8 0.3 0.8 0.8 
МЕТ 57 о пооюовао 1.1 ПО 0.9 0.8 0.7 as 0.7 0.9 0.8 a 1.0 0.7 0.7 0.8 
И g 6 9 oo 6 боб 1.3 1.6 1.1 1:2 2 ih 12 1.4 1.4 1.5 13 1.4 1.3 1.4 
свеса ета Des 1.2 123 1:5 1.0 0.9 Dal ep) 1.4 1.1 Dae 163 1.4 1.4 
Construction materials . . . 0.9 0.9 1.0 1.1 72-7) Ar 0.5 0.2 0.6 г ЕТ 0.9 ee 1.0 
И ово ао о 0.5 0:5 0.9 0.8 1.1 0.8 1.0 0.7 0.9 1.4 1.0 ра 0.9 0.9 
Foods она на 0.4 0.7 0.7 0.7 1.7 1.0 0.4 0.8 0.3 0.7* 0.4 0.7 0.8 0.6 


Sources: National statistics; СМЕА Yearbook 1971; plan-fulfilment reports. 


have only been vaguely related to changes in the level of 
final use, inventory changes and other uses providing 
compensatory outlets. This has been true especially for 
the Soviet Union, where the growth rate of engineering 
output has fluctuated very little in recent years. 


The structural pattern of the Soviet engineering indus- 
try is shown in the following table. Few changes took 
place in this pattern in 1971, except for an upswing in the 
growth rate of motor-vehicles. The relatively high rate of 
expansion of instrument production and of automation 
and control systems was maintained, output rising by 
20 per cent. 


The acceleration in output of motor-vehicles was 
mainly due to the growth of output of passenger cars 
by 54 per cent, following the start of mass production of 
the “‘Zhiguli’” vehicle at the Togliatti Works. Production 
of this vehicle reached over 100,000 units and it is plan- 
ned, ultimately, to reach a total of 600,000.18 Total 


18 A second assembly line, partly turning out station wagons, 
was reported to have been started at the beginning of the current 
year. A third line, producing a more expensive version of the 
Zhiguli is to be put into operation by the end of the year. 


® Partly estimated. b Branch output declined. 


passenger car output in 1971 reached 529,000, slightly in 
excess of the plan for the year (the 1972 plan provides 
for 728,000). The rate of expansion of consumer appli- 
ances was apparently below the branch average. Output 
of refrigerators rose by 10 per cent and of radio sets by 
13 рег cent.1® However, fewer television sets and domes- 
tic washing machines were produced than in the pre- 
ceding year, output declining by 13 and 22 per cent 
respectively. 


Information on the structural pattern of growth of the 
engineering industry in other countries is less complete. 
In Bulgaria, output of shipbuilding, calculating machines 
and tractors was reported to have risen particularly fast. 
In Czechoslovakia this was true of agricultural machinery, 
whereas in Hungary output of electric machinery and 
precision engineering rose at an above-average rate. In 
Poland above average rates occurred in shipbuilding and 
metal-working machines and in Romania, in machine 
tools and equipment for the chemicals industry and oil 


13 Altogether, output of “cultural and amenity goods” (mainly 
consumer durables)—a high proportion of which is produced by the 
engineering industry—rose Бу 11 per cent. 


Soviet Union: output by ministerial departments 
(Index numbers, preceding year = 100) 


ese 


building 


Metal-cutting and tool industry 
Motor-vehicles 


Electrical equipment industry 


control systems 


1968 1969 1970 1971 
Heavy industry, power and transport, machine- 

Ret to ee Sth ee ee 106 107 106 107 
Construction, road-building and civil engineering 111 111 110 110 
Chemicals and petroleum machine-building . . 112 110 108 110 

К 111 109 109 110 
о ce ee 111 110 110 116 
Tractor and farm machine-building ..... 107 108 108 109 
Machine-building and light industry, food indus- 
try and household appliances ....... 109 111 110 109 
Я 110 109 108 108 
Instrument-making, means of automation and 
STE ES о Ohare 118 119 121 120 
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refineries. In both countries motor-vehicle output grew 


‘fast, passenger cars rising by some 25 per cent in each 
case. 


The growth of output of consumer appliances was 
relatively modest in most east European countries in 1971. 
In fact, output of some major items declined in some 
countries; these included television and radio sets in 
Czechoslovakia and domestic washing machines and 
vacuum cleaners in Hungary and Poland. In Romania 
output of refrigerators grew by 42 per cent but other 
items grew relatively less. 


In consumer appliances, the performance in the Soviet 
Union and some other countries was marked by certain 
disproportions between demand and supply structures. 
For washing machines and television sets, in particular, 
there was a tendency for stocks of older, obsolete, models 
to increase while the expansion of newer lines was not 
sufficient to meet demand. 


The performance of light industry was also less favour- 
able in 1971 than in the preceding year. Only in Romania 
and, to a lesser extent, Bulgaria did the growth rate 
accelerate. The slow down was particularly sharp in the 
German Democratic Republic and Hungary, where it fell 
from a rate of 7 to 4 per cent. In the Soviet Union, 
although growth was slower it was still quite high (7 per 
cent). As in the case of appliances, structural maladjust- 
ments limited growth in some countries. 


In the Soviet Union, output of ready-made clothing 
rose by 6 per cent, and of knitted outer-wear by 7 per 
cent, against 10 and 14 per cent increases in 1970. There 
was little increase in shoe output, but cotton fabrics, 
output of which declined in 1970, expanded by 4 per cent, 
and there was a slight acceleration in growth of output 
of woollen and linen fabrics. The shifts described repre- 
sented a drastic departure from recent historical patterns 
in which final product sections grew much faster.”° By 
contrast, it was owing to a better performance in final 
products that Romania and, to a lesser extent, Bulgaria 
improved their results in 1971. In Hungary a slower 
growth was recorded in all sections, whereas in Czecho- 
slovakia it was mainly the ready-made clothing industry 
which accounted for the slower growth. 


At the end of last October, the CPSU Central Com- 
mittee and the USSR Council of Ministers adopted a 
special decree “Оп measures to ensure the further 
development of the production of mass-demand goods”’.** 
To raise the material incentives for increasing the output 
of consumer goods the decree entitles ministries to set 


20 The slow growth of these sections in 1971 was officially 
reported to have been partly a result of low quality of output. 
Quantities of clothing, footwear and other articles were returned to 
producers or had to be sold at reduced prices. 

21 The decree specifies the kinds of goods in great demand by the 
population for which targets for considerable increase have been set. 
The need for increasing the practice of long-term agreement between 
trading organizations and manufacturing enterprises on the supply 
of consumer goods, particularly new types, 1s emphasized. Accord- 
ing to the new regulation introduced by the decree, henceforth 
existing consumer-goods production can be stopped or reduced only 
with the consent of the Soviet Union or the Republican Minister of 
Trade. 


aside part of their material encouragement fund to 
provide bonuses for the staff and workers of enterprises 
which produce consumer goods. Enterprises are allowed 
to accept new obligations for the production of consumer 
goods and to include them in their plans, with the right 
to pay some of the proceeds into their stimulation funds 
in accordance with their standard rates for fulfilment of 
profit and production plans. 


Special steps to raise the production of consumer goods 
and to ensure better proportions between supply and 
demand patterns were also taken in Poland. These 
included wage increases, relaxation of various adminis- 
trative restrictions, for example, concerning the expan- 
sion of employment, especially in consumer-goods pro- 
duction. Also various concessions were made aimed at 
faster development of handicraft output, which is 
planned to increase by 55 per cent in 1970-1975. 


In the Soviet Union, growth rate of the food-processing 
industry fell from 7.3 to 5 per cent, reflecting diminished 
supplies of some agricultural products. The production 
of sugar decreased by 12 per cent as a result of a rather 
poor harvest of sugar-beet. On the other hand, output of 
most animal products, particularly meat and meat pro- 
ducts, butter and oil, increased by some 6 to 7 per cent, 
while milk production remained at the same level as 1970. 
Fish output declined by 5 per cent. 


In most of the east European countries the increase in 
output of the food-processing industry was not only 
greater than in the preceding year but was the highest in 
most recent years. A common feature was an unusually 
fast growth of meat output. The performance of the 
dairy sector was relatively less favourable, reflecting 
uneven supplies for part of the year. Output of sugar 
expanded significantly in Poland and Romania, but was 
lower in the other countries for which data are available. 


At the beginning of December 1971, the CPSU Central 
Committee and the Soviet Union Council of Ministers 
issued a special decree providing for faster development 
of the meat and milk-processing industries, and including 
provisions in the fields of investment, credit and equip- 
ment supply. 


Although the expansion of energy and basic materials 
production tended to slacken, it remained high in most 
countries in relation to the growth of total industrial 
production. In the Soviet Union, the growth of output 
of the electricity and heat producing branch accelerated 
slightly. Electricity output was 800 billion kWh, some 
8 per cent more than in 1970. Among the east European 
countries, there were higher growth rates in Poland and 
Romania and lower rates in Bulgaria and the German 
Democratic Republic compared with 1970. In Bulgaria, 
a 7.7 per cent increase in electricity output was the lowest 
over a long period; future growth is expected to be less 
than in the past and greater reliance will be placed on 
imports.22 In the German Democratic Republic the 


22 Production of electricity is to rise at an average rate of some 
9.3 per cent between 1971 and 1975, compared with 13.8 per cent 
attained in 1965-1970. This compares with a planned slackening in 
the growth rate of industrial production from 10.8 to 9.2-9.9 per 
cent. An electric grid of 400 kW linking up with the Soviet power 
system is to be constructed. 
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TABLE 2.13 


Output of some major products 
(Percentage change from preceding year) 


ee a ee ee ee ee 


1968 1969 1970 1971 ets 
EET sis Teer Lopes ohn (> Ale meh eRe ка о eee 
Electricity 
Ворана se sets ee ots eee ke Oe 13.4 1135 1323 77 1.9 
Суесвооуаюнаит иле. 7.8 3.6 4.7 4.6 4.7 
German Democratic Republic. ...... 5.9 9.5 3:3 2.4 7.1 
ый а вр сто. В о бо бе 5.3 7.0 В, ЗЕ 1.5 
Poland О А А lites 8.3 8.2 tes 8.3 6.5 
Вотан 12.4 Sez 11.4 12.2 3.4 
Еазегп Е горе 6 6 6 & o GO Oe 8.2 6.7 6.5 6.2 pall 
Sovieh Union etn eae ce 8.7 7.9 TS 8.1 74.9 
оаатеа: и ео 8.5 7.6 pe 7.6 100.0 
Fuel total* 
Вырана eu) ое Me cy т 6.6 —1.3 0.4 —6.4 0.7 
@vechoslovakiaw™ ое sa sens Gee 7255) Byes) 8:2 2.8 3.4 
German Democratic Republic. ...... 1% 7 2.0 —1.0 55 
HUN gary toe ee ere ra 7.0 all 3:9 —1.3 1.3 
Poland Peet te come. steer oi tee es 5:2 6.6 4.9 4.1 10.1 
Romaniave eee ona ло 4.7 6.5 4.8 6.4 3.9 
EasternEUrope ie ors ees av abe ok ets 4.1 5.0 3.8 220) 24.9 
Soviet Union wie о ое 4.3 4.7 5:5 5 Я Э-1 
otal area ое а. а. 4.2 4.8 Sou 4.8 100.0 
of which: 
Coal» 
jaitehem oy og рой, ры 557 0.5 1.0 —7.5 1.3 
С еспо оао 2.4 5.2 3:5 2.9 6.6 
German Democratic Republic. ..... 11.9 2-7 2.0 —1.0 11.0 
TAUN Gary Cre canes, ee ns cc ees 2.0 —1.8 —1.6 —4.7 ЕТ 
ЗО ооо ces О а а 4.3 5.6 3.9 3.9 19.6 
Воа а 1.1 11.8 16.4 0.5 1.2 
EastermBurope:asnars ось 3.4 4.4 3.5 2.2 41.4 
SovictiUnion’ о и 0.0 2.1 2.1 3 58.6 
Lotalareaiaacw sees sale ear eae ee les ЗЕ Dell 2.8 100.0 
Petroleum 
Вира с. —5.0 —31.6 2.8 — 8.2 0.1 
буеспозоуаюна а ат Cee 5 2.4 —3.3 ae 0.1 
German Democratic Republic. . ... . — — == — — 
Нопрагу hm и нь 7.0 —2.9 10.4 0.9 0.5 
Poland. wea a een ty ee, ein as 5.6 —7.6 —3.4 а 0.1 
Вотан с оо 0.6 —0.3 1.0 shat | 3.9 
BENG 65 5 4 G oo oO 0 8 0 Seon с 1.3 —1.7 1.9 2.6 4.7 
о ооо an ee ee eS 6.0 7.0 7 95.3 
‘Totaliareawerann eet ee. ee oe 6.9 5 6.7 6.4 100.0 
Natural gas 
Bulgaria: ое оО eee 53.8 3.8 —9.7 зе 0.8 
@›еспоЗоуата а ann ann 8.9 7.0 —3.5 к 0.6 
German Democratic Republic. ..... — — — — — 
ра я 31.4 20.4 hed, 7.0 1.6 
Poland о В ие о В 64.2 52.9 35.5 8.2 1.8 
Вотоа а. 5.9 9.8 3.9 10.4 11.5 
Eastern Europe eee cee eee ee 12.3 14.3 7.4 9.3 15.8 
Sovieh Unian Me о ie A, 7.4 7.1 9.3 7 84.2 


‘otal атеа sac pan ee ee 8.1 8.2 9.0 1.9 100.0 


Production trends in agriculture and industry 77 


TABLE 2.13 (continued) 


Output of some major products 
(Percentage change from preceding year) 


a ee ee ee ee ПЬ 


1968 1969 1970 1971 Percentage 


share in 1969 


Raw steel 


BUR id tect oh а. = р 
Ач р А ee z : ae oe 1 Be 
German Democratic Republic. ..... . 22 De 4.7 5.9 9.5 
АЕ Не ИТ eee НИ 5 5.9 4.5 75 0.0 2.1 
Poland И oe cn ees eek 5.3 2.6 4.5 8.0 Oeil 
OMANIN wept ЧАС. Bo 16.2 16.6 17.6 4.4 3.8 
Eastern Europe Se ee. ta а д. 6.8 4.6 7.4 5.6 25.1 
ое Union... WA igen? Kis mae Ва 1 4.2 3.6 5.0 4.4 74.9 
RES TC ee a ae ee 4.9 3.8 5.6 4.7 100.0 
Rolled products 
Bulgaria . ras Rees sos eee ais 68.8 17.5 izes 24.9 1.2 
Gzechoslovakias Sagem HP Gene ee. 5.6 —0.4 6.1 4.7 7.3 
German Democratic Republic. ...... 2.6 13.4 10 3.5 
LUN gary eee Не See 12.5 1.5 1.3 1.3 2.0 
ео м я 53 4.5 6.2 ee 7.5 
оао ee 16.7 12.5 18.0 Sel 3.7 
Bastemmeeuropes saree onto aioe oe eles 8.8 55 8.7 ne 25.2 
SOVICHUNION а. 4.9 3.0 5.57 —0.2 74.8 
ТАС Фор a В Е 5.8 3.6 6.5 1.2 100.0 
Sulphuric acid 
ВА и В: Sila 5.5 0.8 2.2 Bail 
(Сао Е са ооо —3.5 5.8 7.3 5.04 6.4 
German Democratic Republic. ...... 9.1 2.4 —0.5 0.0 6.9 
EAU OAT о col iss! ие 4.6 1.7 0.9 —0.7 2.9 
О орон he cate) aN ace ев 8.3 15.4 25.4 18.6 9.4 
INOMAania em was eee. 8 Pea aes, sa 11.8 8.4 18.6 6.04 5.2 
BASLEINGEMITODE Wie teeta ее ое. Msn 8.1 7.6 11.4 7.8 33.9 
SOVictUNION С woke” Gener ree ce, onus 4.4 5.0 13.1 5.9 66.1 
OCA ALCAMm eee tice ye Os Shays въ ое 55 5.8 12.5 6.6 100.0 
Mineral fertilizers 
Е meee Hie. LO a 16.1 iy) 7.4 4.0 2.3 
Gzechoslovakia, 2) 40s s1 oe een = wale 3.0 15.9 13.1 3,34 3.6 
German Democratic Republic. ...... 6.4 3.6 3.3 ate 17.8 
ТЫ оз, Gace ОА eae eh as 19.0 1.2 10.2 т 2.7 
POlanGae pea he. ees e Pact ccs ce feces 26.6 19.3 10.9 9.6 8.4 
НИ Te Ans, fF Parte Were ve © on eee 1253 19.4 24.3 20.4 4.1 
Baste EUrOpemasn ss. оне 11.6 9.8 8.7 a 38.9 
а Не ка оо viel se а с 8.6 5.1 22.1 122 61.1 
о атеа О oho ace ма и fe 9.7 6.9 16.9 ae 100.0 
Synthetic and artificial fibres 
Вобана в ее — 239.0 12.0 22.5 1.0 
Соесвозоуама а с ее 0.0 6.6 55 8.1 8.7 
German Democratic Republic. ..... - 4.3 4.1 5.4 18.6 
Pope tale oie A Seal De Oe 9.3 zi 0.0 3.1 0.9 
Ре 6.9 5.6 5.3 9.6 12.0 
Вотан а. Е 5.4 35.8 24.5 5.2 
astern) Егора: ве оо 5.8 6.6 11.1 46.4 
Soviet Union—=4 «6 fiw ses ous wr 8.4 5.4 6.7 8.5 53.6 
daz 6.0 8.7 ie 100.0 


Totalvated taicie tadsre satin Out a оао 5090 
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TABLE 2.13 (concluded) 


Output of some major products 
(Percentage change from preceding year) 
р ee ES Ee ЕЕ Е 


Percentage 
share in 1969 


ее  ——————— eee 


Plastics and resins 


ВО рам. 33.4 
(ОЕ ЧЕ saree chiens. (ons ears 9.7 
German Democratic Republic. ...... 10.1 
UN Garver се, 5.8 
POLAT Peace oe оо Не По ve. Melee: 23.9 
Romaniae beet ое 20.4 
ИИ ВИ on g@ Ao ob ob on Gd a oo 15.1 
ЗОО yee cos №. 16.0 
‘Votaltarca о. 15.6 
Cement 
Bulgaria ees. ees se se 4.6 
Слеспооуама у роль ее 0.5 
German Democratic Republic. ...... 5.1 
HUN gary an ee es es п ооо в 5.5 
Ро сос В. 4.1 
Вотан О. 10.8 
ОВО р в оо ee) eee) eens) 5.0 
Зое оо 92 
ата ие о... 3.7 


26.7 199 5:2 92 
4.9 15.0 8.2 9.1 
7.2 12.8 4c 14.0 
2.6 39.0 50.0 1:7 

20.3 11,3 =5.60 9.9 
5.4 50.4 21.5 aye) 

10.2 195 21.8 43.8 

12.8 13.0 113 56.2 

hey 15.8 100.0 
51 93 5.8 Ра 
37 92 8.19 5 

—1.9 7.8 6.4 5.7 
dled Hep —2.6 72 
2.0 3.0 7.4 91 
7.0 8.1 4.9 5.8 
ет 6.3 6.0 30.6 
2.5 6.1 5.4 69.4 
23 6.2 5.5 100.0 


Source: National statistics; СМЕА Yearbook 1971; and plan-fulfilment reports. 
® Total estimated calorific content of coal, petroleum and natural gas. 
» Estimated calorific content of hard coal, brown coal and lignite. 


2.4 per cent in electricity output was far from sufficient 
to cover requirements. 


Output of the Soviet Union fuel industry rose by some 
6 per cent, nearly as much as in 1970. In terms of calo- 
rific content, growth is estimated at some 5.5 per cent, 
with a 3 per cent rise in coal and a 7 per cent increase in 
petroleum and natural gas output. While the increase in 
total fuel supply was about the same as in 1970, growth 
proportions between liquid-gaseous and solid fuels were 
somewhat less favourable. 


In all the east European countries, the growth of 
output of the fuel industry was lower than in 1970. In 
most of these countries, recent gains in the output of the 
fuel industry reflect to a large extent the expansion of 
oil refining and, as can be seen from table 2.13, the growth 
of fuel output in terms of calorific content has tended to 
be much lower. In 1971, fuel output in terms of calorific 
content declined significantly in Bulgaria and to a lesser 
extent in the German Democratic Republic and Hungary. 
Only in Romania was growth faster than in 1970, reflect- 
ing an upswing in petroleum and natural gas production. 


In the Soviet Union, metallurgy output maintained the 
6 per cent growth rate of 1970, output of ferrous metal- 
lurgy rising some 5 per cent and non-ferrous metallurgy 


© Officially reported. 
а Partly estimated. 


some 6 per сеп.?3 A total of 121 million tons of steel was 
produced, some 4 per cent more than in 1970. Among 
the east European countries, there were high growth rates 
in Bulgaria (some 15 per cent), mostly due to the expan- 
sion of rolled steel output (25 per cent) and in Poland 
(7.1 per cent), reflecting a leap in copper production 
(28 per cent). 


Output of construction materials rose in the Soviet 
Union by 8 per cent, compared with 10 per cent in 1970. 
Production of cement reached 100 million tons, rising by 
5 per cent. Notwithstanding the substantial gain in the 
last two years, shortages in some materials were reported 
to have not been eliminated entirely, and special steps had 
to be taken during 1971 to develop auxiliary local sup- 
plies. In the east European countries, some slowing-down 
notwithstanding, pressures on supplies appear to have 
receded. An exception was Hungary where the output of 
construction materials having only partly recovered in 
1970 from a considerable decline, rose only marginally in 
1971. With investment demand at a high level, large 
imports were necessary to meet requirements.4 


*8 The data relate to the output of the respective ministries. 


*« Imports of cement amounted to 1.5 million tons in 1971, more 
than half of the output figure. 


3. CONSUMERS’ INCOMES AND SUPPLIES 


Public and private consumption in the Soviet Union 
and eastern Europe in 1971 generally rose more or less 
in line with the rise in national income. Net material 
product in the Soviet Union grew at about 6 per cent, and 
the volume of retail sales (which is the main factor in the 
change of consumption) by about 7 per cent—for each of 
these variables these growth rates were lower than in 1970 
and the average of the preceding quinquennium. In the 
German Democratic Republic NMP grew by 4.5 per 
cent and the volume of retail sales by about 4 per cent, 
both lower than 1970 and the previous five-year average 
(see table 3.4). 


The increase in NMP accelerated to 12.5 per cent in 
Romania and 7.5 per cent in Poland; in both countries 
retail trade grew by about 9 per cent. 


The growth of net material product in Czechoslovakia 
was under 5 per cent, somewhat slower than in most pre- 
ceding years but consumption and retail trade increased 
by about 5 per cent, which was considerably more than 
in 1970. The growth of net material product in Bulgaria 
and Hungary was about 7 per cent and retail trade rose 
by about the same amount. 


The annual plans for consumption and retail sales were 
either fulfilled or surpassed in global terms in six of the 
seven east European countries (for Poland and the Ger- 
man Democratic Republic even with reference to the 
upward-adjusted plans). Consumption and retail trade 
were close to the initially planned levels in the Soviet 
Union, Hungary and Bulgaria, and much above these 
levels in Romania, Poland and the German Democratic 
Republic. In Czechoslovakia the actual results for con- 
sumption and retail trade were close to the downward- 
adjusted targets. 


Policies directed towards a substantial improvement in 
the level and composition of consumption were strongest 
in Poland last year. The adjusted plan of 19 March 1971 
substantially raised the target for the rise in distributed 
national income and total consumption involving a shift 
from public to private consumption. The planned adjust- 
ment was initially facilitated by finance from the Soviet 
Union but a further improvement occurred as a result of 
the economy performing better than planned. Private 
consumption thus increased by 8 per cent instead of the 
original plan for 4 per cent and public consumption 
increased by as much as 7 per cent instead of the planned 
4 per cent. 


The initial targets for consumption and retail trade in 
the annual plan of German Democratic Republic were 
adjusted for two reasons. One was the disappointing per- 
formance of domestic agriculture for the third year run- 
ning which led to increased imports of food and fodder; 
the second was an initially too limited plan for supplies 
of manufactured consumer goods. This plan was in 
consequence revised upwards. A further series of govern- 
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ment measures required a number of enterprises to 
increase supplies above the adjusted plan targets. Retail 
trade turnover finally expanded by about 4 per cent 
instead of the initially planned 2.5 per cent and the 
supply of manufactures improved noticeably in the second 
half of the year. 


In Czechoslovakia the adjusted plan reduced the targets 
for private consumption and retail trade and increased 
them for fixed capital formation. Private consumption and 
retail trade were more or less in line with the revised 
targets while fixed capital formation and exports exceeded 
them. The increases in private consumption and retail 
sales of about 5 per cent were, nevertheless, a consider- 
able improvement over 1970 when they rose by 1 per cent. 


Money incomes 


As in most years, a rough aggregate balance was main- 
tained between total money income and total retail sup- 
plies of goods and services. Total money income of the 
population in the Soviet Union increased by about 7 per 
cent, somewhat less than in the two preceding years. 
The increase was much greater in Poland and followed 
several years of relatively modest growth; the increase 
was only marginally lower in Romania and Hungary. 
The expansion of money incomes was much less in 
Czechoslovakia and, particularly, in the German Demo- 
cratic Republic (table 3.1). 


The total wage bill in 1971 expanded somewhat less 
than total money income in all the east European countries 
for which information is available. Total wages and wage- 
like incomes in the Soviet Union and Hungary rose by 
about 6 per cent; they rose more in Poland and Romania 
and less in Czechoslovakia. The increase in money wages 
per wage-earner was, of course, substantially less in some 
countries because part of the increase in the total wage 
bill originated from increases in the number of wage- and 
salary-earners (about 6 per cent in Romania; 2-3 per cent 
in the Soviet Union and Poland; but only 1 per cent in 
Czechoslovakia and Hungary). 


The rise in agricultural incomes was closely related to 
the over-all performance of the agricultural sector. They 
increased by about 1 per cent in the Soviet Union and 
2-3 per cent in Czechoslovakia and probably in the Ger- 
man Democratic Republic. They rose by 11 per cent in 
Romania and by 17 per cent in Hungary and Poland. The 
increase in these two countries came, neverthelass, essen- 
tially from increases in the volume of marketed products. 


In the Soviet Union, Poland and Hungary an increase 
in social transfer incomes was an important element in the 
growth of money income. In the Soviet Union they rose 
by 10 per cent, mainly because of increases in the mini- 
mum rates of old-age pensions. Disbursements on pen- 
sions increased by 14-15 per cent in Poland and Hungary 
partly because of increases in the pension rates and partly 
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TABLE 3.1 


Money income by groups of income earners 
(Annual percentage rates of change) 


Annual cumulative Percentage change from previous year 
rates of change 1971 1972 
71 
1961-1965 1966-1970 1969 1970 19 plan plan 
Czechoslovakia Br 5 
Total money income 5 . 11.4 4.5 - . .. 
of which: 
Wage and wage-like incomes . 9.9 es р 
Incomes from agriculture 8.3 Ds ee 
Pensions and social benefits SPP Bai 21.9 Tes! : 
Other incomes (excluding savings and cash ee 
holdings) wen oe aii Tez ВН 
Actual money expenditur j a 12.3 2.5 : 
German Democratic Republic 
a 
Total money income с 3.7а 3.7 
of which: 
Wage and wage-like incomes” 3.4 4.9 55 6.5 
Incomes from agriculture a on ae ite 
Pensions and social benefits 3.9 5.1 8.0 4.7 
Hungary Г 
Total money income С 10.0 10.4 9 8 
of which: и 
Wage and wage-like incomes . 10.2 8.3 6 8 
Incomes from agriculture 9.3 14.4 17 
Pensions and social benefits 10.2 14.7 11° 
Роапа 
Total money income .... 7.2 6.0 4.5 11 8.4 
of which: 
Wage and wage-like incomes . 7.8 7.8 5.0 8.3 7.8 
Incomes from agriculture 4.0 —1.4 4.2 172 12 
Pensions . Se Gee 14.0 16.3 15.0 15 13.6 
Sickness and other benefits . 3.2 8.1 — 24.1 
Incomes in private sector 6.3 2.2 ie a 
Credits to population 10.1 10.4 7.2 10 
Котата 
Total money income? . 8.6 
of which: 
Wage and wage-like incomes . 8.1 6.2 
Incomes from agriculture 11.0 
Pensions and social benefits a ac 
Soviet Union 
Total money income ihe? 
of which: 
Wage and wage-like incomes . 8.2 8.2 Ue? 7.0 6 57 
Incomes from agriculture Oy) 5.0 —1.4 4.2 Can 
Pensions and social benefits 7.8 9.6 10 са. 10 


АН ЕЕ А НЫ Е И И 


Sources: National statistics; plans and plan-fulfilment reports 1971 and 1972. 
Bulgaria, Rabotnichesko Delo, 17 December 1970 and 17 December 1971; German 
Democratic Republic, Neues Deutschland, 16 December 1970 and Die Wirtschaft, 
29 December 1971; Hungary, Népszabadsdg, 20 December 1970 and 1 January 
1972; Poland, Monitor Polski, No. 43, 1970, No. 17, 1971 and No. 59, 1971; 
Romania, Munca, 17 December 1971; Soviet Union, Ekonomicheskaya gazeta, 
No. 50, 1970 and No. 49, 1971; plan fulfilment in 1971; Bulgaria, Rabotnichesko 
Delo, 2 February 1972; Czechoslovakia, Rudé Prdvo, 28 January 1972; German 
Democratic Republic, Neues Deutschland, 14 January 1972; Hungary, Népsza- 


badsdég, 30 January 1972; Poland, Trybuna Ludu, 2 February 1972; Romania, 
Scinteia, 2 February 1972; Soviet Union, Jzvestia, 23 January 1972. 


a Net money income of population. 

Ь Socialist sector only. 

c Of which pensions rose by 14 per cent. 

d Pensions of farmers were doubled. 

e Pensions are planned to increase by 16 per cent. 


Consumers’ incomes and supplies 


81 
I Е a a ee ee ee ee eee 


because of an increase in the number of pensioners. In 
Poland increases in the rates for family allowances and 
sickness benefits were also important. In Romania old-age 
pensions were doubled for members of farm со-орега- 
tives, who also received free sickness insurance for the 
first time. Child allowances were doubled for wage- and 


salary-earners and were extended to members of farm 
co-operatives. 


Income policies 


Wages, the strategic area of incomes policy, remained 
under effective central control all over eastern Europe. 
The existing system of central determination of the wage 
fund for enterprises or associations, of the wage rates 


for various categories of workers and of the rules for 
participation in profits and for premia were, with few 
adjustments, maintained in all countries. Increases in 
average wages were therefore largely a matter of govern- 
ment decisions but in some countries some freedom was 
extended to enterprises for choosing, within the frame- 
work of the wage fund, between increases in employment 
ог wages. 


Nominal wages per wage-earner increased in the 
Soviet Union and Czechoslovakia by 3.3 per cent and 
3.7 per cent respectively, slightly more than planned. 
The increase in nominal wages per wage-earner was 
somewhat faster in Poland and Hungary (about 5 per 
cent) and slower in Bulgaria (2.5 per cent) and Romania 


TABLE 3.2 


Nominal and real wages per wage-earner, total economy 
(Annual percentage changes) 


SSE ee ee eee 


Annual cumulative 
rates of change 


1961-1965 1966-1970 
Bulgaria 
INomunaliwagess#. Goa 5. 0... 4 3.2. 4.6 
АНИ “= 5 5 5 5 co on 1.2 0.7 
аа о а. 9 3.9 
Czechoslovakia 
INOmINaliWwaces ыы 1:7 Dy? 
MOSt-Ol-liVING eee ae se 0.6 1.6 
ВеаБуа рез и ое aris 2 55) 
German Democratic Republic 
INominaliwages® ен... Zell 3.5 
пере ас. — — 
IRealiwagese=9 5.2 i . 6s ee Dell 3.5 
Hungary 
INominaliwagesi.. ооо 2.3 4.4 
@ost-ol-living: = 40411262 oe) 6 0.6 1.0 
Real wages ...... ied 
Poland 
Nominal wages т : 3 
(бои о орою обо 2.1 1.6 
Е оо о а Е И 1.6 1.9 
Котата 
Nominal wages ....... ae 5.6 5:2. 
Gost-of-living® ........ 1.4 1.6 
В еа асе вые 4.1 3.7 
Soviet Union 
Nominal wages ...... 3.7 4.7 
Byelorussian SSR 
Nominal wages ......... =a 5.6 
Ukrainian SSR 
97 4.2 


Nominal wages 


Sources: National statistics, plans and plan-fulfilment reports. 
® Derived from the two other series. 
> The adjusted plan gave 2.5 per cent. 


1969 1970 1971 ph Я 
2.6 5.3 2.5 3.0 
—0.2 —0.62 —0.4= 
2.7 5.9 2.9 
7.4 3.0 3.7 3.30 
3.6 1.7 —0.4 Е 
Soll 1.3 4.1 3.3 
4.2 4.6 
—0.2 —0.1 
4.4 4.7 
9 са. 6 са. 5 3.5-5.0 6 
1-3 Ne 2 1.0-1.5 3 
4 5 2.5-3.0 2.5-3.5 3 
7 Dee) 5.0 4.2 3.64 
1.2 —0.3 0.1 
1.3 Bes: 3.5 
4 7.8 2.2 2.1 
2 0.3е 0.4е —1.8 
7) es 1.8 1:5 4.0 
shell 4.4 93 2.8 
4 4.6 4.5 95 
Ore, 4.2 3.0 2.3 3.4 


с Socialist sector only. 
а Gross wages. 
e Retail price index. 
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TABLE 3.3 
Labour productivity and unit wage costs in industry and construction 
Annual cumulative Percentage change over previous year 
rates of change 1971 1972 $ 
1961-1965 — 1966-1970 1969 1970 197 plan plan 

Bulgaria 

Industry: 

Мопипамарес и зи ие: = 3.5 5.4 3.4 5.4 3.1 “A 

(About PrOGUCLIVIty, о ее 7.0 6.9 6.7 8.4 6.2 a 

WNit*wage:COsiSa. catia ts оо ФО —3.3 —1.4 —3.1 —2.8 —2.9 se 
Construction: 

INOminal waxes о anise ees oe 3.1 6.0 2.9 6.4 35 

[abour productivity meme ence een mnie р Pr 2.0 

Unit wagercosts 0 ss. oe ae ass 

Czechoslovakia 

Industry: 

Е ЕР ор ооо oes) ene es Ц: 4.6 6.1 Se 3.6 23 
about productivity sean ssn cies re ne 8.2 5.5 4.5 8.4 6.5 5.78 
Wnitiwage costsen одо ооо оооб с —1.5 —0.9 ies —4.3 —2.3 —3.2 

Construction: 

Nominalwagess soso: as 3 se be ss 2.3 5:2 6.4 3.7 33 os 
Labour productivity ........... 5 ee 6.7 6.7 7:2 6.8 
Wnitiwage: Costs ее ve F —0.3 —2.8 —3.6 РЕ 

German Democratic Republic 

Industry: 

INomimal wages? e-em ean gies) ets 2.8 3.3 3.7 4.6 ae si Fe 
Labour productivitymes а бо осбобоос ЭЙ 6.1 6.0 6.5 4.55 5.4, 4 5.0 
КУ о о м оо ово боов в —2.7 —2.6 —2.2 —1.8 we =a ae 

Construction: 
тои WAS ор в 6 ob pb oo be Dall 4.0 Sul Be) = 
ТР боди оо А и Бо nn bo oo oo 0 be eG 53 de 5:2 
В а о до ю re hie) о ю г oe 

Hungary 

Industry: 

INominaliwagesies sme dis 4 << 6 as es 1.8 Sy) 3:5 5.6 3.8 хе a 
Pabour productivity my sa) eee ane Sal 3.5 — 6.8 5.3 4.4 4.5-5.5 
об АЕ О о 6 6h 5 6 a eo 8 —3.1 0.2 3.5 —1.1 —1.4 én a 

Construction: 

INomuralliwages) wee ь о обо een al 1.9 5-2 4.7 7.9 3 «2 2% 
Labour productivity ........... 5 5. ть м 4 si 4.0 
Wnitiwase costs’ а ооо оные as os we —1 sa 

Poland 

Industry: 

INominaliwages ana aerusiieiis a aes nce 3.4 3.8 4.4 Sei 55 и om 
Labour PLOGUCHIVILY ane ser enn cee 5.1 5.0 5:1 6.8 4.9 4.8e 3.7е 
Umit wageicostsuses sss ново —1.6 —1.1 —0.7 —3.5 0.6 0 

Construction: 

Nominal wages сс. 4.1 4.5 ay) 3.5 5:5 a ae 
Labour Productivity ansehen = en > 4.5 3.0 Soll 5.5 5:2 ыы 
ОЕ 9 6 оо ooo bo бов os — 0.9 —2.1 -- 

Котата 

Industry: 

Nominal wages a ie a er 5.6 4.3 4.7 9.0 Ss > ey 
Labour PEOCUCHIVI ty rem meri une Teen 6.2 те 4.8 ies! Sal 6.4 8 
К оо ооо eee eee —0.6 —2.8 —0.1 1.6 

Construction: 

NOmiial Wages xaos ek lala и 6.2 5.6 2] 10.8 ad ra . 
Labour productivity .......... ; 5.5 5.4 0.6 6.3 6.9 м 7 


Wiitawagercosts)= a sun eae eq eee 0.7 0.2 1.5 4.2 


Consumers’ incomes and supplies 83 


£ TABLE 3.3 (continued) 


р Labour productivity and unit wage costs in industry and construction 


eo ce ere a RE AS, IRR ATT баней ee AY 


Annual cumulative 
rates of change 


Percentage change over previous year 


1961-1965 — 1966-1970 1969 1970 1971 he he 

Soviet Union 
Industry: 

Nominal wages. 2. 6 8 ka ls 25 Srl 4.9 3.9 

Labour productivity ........... 4.5 5:5 4.6 7.0 6 3 5 9 61 

ЭВ wage COSI. Боло... —1.9 —0.4 0.3 —2.9 
Construction: , 

IVORUEal Wages (ate и. Sell 5.9 6.2 8.0 

Labour productivity ..°........ 5.0 


Unit wage costs 


CSCS eS Seis Malate Felis) ) es ee ely 


Sources: National statistics; CMEA Statistical Yearbook; plans and plan- 
fulfilment reports. 


* Commodity production per employed. The adjusted plan gave an increase 
of 5.5 per cent. 


> National enterprises. 


(2.2 per cent). In Czechoslovakia the increase was about 
the same in industry and construction. In Poland the 
increase in wages was concentrated in industry but in 
Hungary both industry and construction lagged behind 
wages in the rest of the economy and other household 
incomes (tables 3.2 and 3.3). 


The guiding principle of limiting wage increases to 
increases in productivity was generally adhered to. 
Throughout eastern Europe in 1971 productivity increases 
were generally greater than wage increases resulting in a 
reduction of unit wage cost. The reduction in wage costs 
in industry was large in Bulgaria; it was also important in 
Hungary and Czechoslovakia. Unit wage costs in the 
construction industry also have decreased in these two 
countries. In Poland there was no change in unit wage 
costs in either of these sectors. 


In the Soviet Union in 1971, in accordance with the 
1971-1975 plan, there was a rise in the statutory mini- 
mum monthly wage to 70 roubles and increases for the 
middle category of wage- and salary-earners in railways 
and metropolitan transport, and for tractor drivers and 
machinists in State agricultural and forestry enterprises. 


In Hungary, within the framework of a revised system 
of basic \азез,?5 there were special arrangements for ап 
increase in wages in transport and construction. The 
Government also allowed an average pay rise of about 
20 per cent for teachers and one ranging between 8 and 
34 per cent for health personnel. 


In Czechoslovakia there was continued relaxation of 
the wage freeze which had been maintained throughout 


25 See Népszabadsdg, 25 August 1971. Altogether there are now 
24 wage categories, a combination of six degrees of professional 
qualifications and four types of working conditions. Hourly wages 
range between 5 and 22 forints and there is a possibility that spe- 
cially qualified workers may receive a monthly wage of 3,500- 
5,000 forints (about 17.50-25 forints an hour). The increase in basic 
wages, however, remains dependent on the profitability of the enter- 


prise in question. 


с Ministry-controlled industry. 
4 The adjusted plan gave an increase of 4.5 per cent. 
е Sales per employed. 


1969 and 1970. This, in conjunction with productivity 
increases and unchanged wage norms, resulted in some 
wage drift in favour of workers on piece rates; so far 
there have not been corresponding changes in the wages 
of foremen or technical and office personnel.2* However, 
an increase was granted to certain categories in the 
teaching and health services. 


One source of higher income in the German Democratic 
Republic was the fulfilment and surpassing of wage 
norms. The Government, moreover, increased the 
minimum monthly wage from 300 to 350 marks; dif- 
ferentially increased wages in the 350 to 435 marks 
bracket; and increased the pay of the lower income 
groups in certain professions. 


In Poland the statutory minimum monthly wage was 
increased from 850 to 1,000 zlotys. Furthermore, wage 
supplements were introduced for those with total incomes 
below 2,000 zlotys a month. 


There were no major wage changes in Romania in 1971. 
The large wage increase in Romania in 1970 increased 
the share of wage-earners in the highest wage brackets 
(above 1,500 lei) with a corresponding decrease in the 
share of those in the lowest brackets (below 1,100 lei): 


Percentage distribution of wage- and salary-earners 
in Romania according to monthly wage income 


Monthly wage in lei June 1970 March 1971 
O00 а te Sas 7.0 6.1 
900-1 100 20.3 18.2 
1 100-1 500 Mla! 38.0 
1 500-2 000 20.8 22.4 
2 000 14.2 15.3 


Source: Plan-fulfilment report. 


26 See HospoddFske noviny, No. 8, 1971 and No. 1, 1972. 
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In 1971 there was a clear shift in the distribution of 
incomes between wages and agricultural incomes in 
favour of wages and wage-like incomes in the Soviet 
Union and Czechoslovakia and in favour of agricultural 
incomes in Hungary, Poland and Romania. Within 
agricultural incomes in the Soviet Union there was little 
further change between the respective shares of collective 
farm income and receipts from free-kolkhoz-market sales 
(which increased by 3 and 5 per cent or more, respec- 
tively). The shift was, however, important in Hungary 
where labour-day income of co-operative farmers 
remained unchanged while all of the substantial rise in 
income came from an increase in free-market sales. The 
equally large rise in agricultural incomes in Poland was 
in part (45 per cent) due to increases in State procurement 
prices for live animals and milk. 


Price changes 


Price changes continued to play only a limited role in 
maintaining the balance between consumer demand and 
supply. There remain imbalances for particular classes 
of goods and services, leading to “consumers surplus” 
in some categories (goods being available below the 
prices which consumers would readily pay) and to 
shortages of other goods of which supplies are inelastic. 
With a few exceptions changes in the cost of living and 
of retail prices remained small in 1971. 


Data on retail prices are not available for 1971 in the 
Soviet Union and the German Democratic Republic, 
but no price changes were announced in either country. 
Maladjustments in the supply of consumer goods in the 
German Democratic Republic have been dealt with by 
establishing enterprise plans in terms of price categories 
(in addition to the plans in terms of quantity and value) 
in order to obtain sufficient output not only of high 
priced but also of low priced commodities.?” In the 
Soviet Union there were changes in factory-wholesale 
prices and a consequent increase in the profitability of 
products in strong demand.” 


In Czechoslovakia, Bulgaria and Romania a policy of 
rigidly maintaining retail prices was followed. There was 
a slight increase in retail prices in Romania (less than 
0.5 per cent). In Czechoslovakia the prices of some 
manufactured consumer goods were reduced and it is 
likely that this policy of price reduction will continue.” 


There was a gradual and controlled increase in prices 
in Hungary in line with the policy of linking consumer 
prices more closely to production costs in order to obtain 
a better balance between the supply and demand for 
consumer goods. Prices of staple foods did not change 
but fruit and vegetable prices increased sharply partly 
because of a poor harvest and partly because of distribu- 
tional problems. As part of the adjustment to production 
costs some prices of clothing articles and furniture were 
increased although they were reduced for other items, 
for example, socks and stockings, radios, toys and sports 


*? Gesetzblatt der DDR, 22 December 1970 and 18 January 1971. 
28 Pravda, 15 April 1971. 


*» Ekonomicheskaya gazeta (Moscow), No. 3, 1972. 


Cost-of-living and retail price indexes 
et а st an 


1969 1970 1971 1971 
1968 1968 1968 1970 
i a IE LEE Oe 
Bulgaria 
Retail price index ..... 99.8 99.1 99 100 
of which: 
Booda ие. 99.9 99.9 
Моро Loc = 99.4 99.0 
Czechoslovakia 
Consumer price index 104.3 106.0 105.7 99.7 
of which: 
Hood о а nn ace 101.1 101.3 100.9 99.6 
ВЫ о 6 В м в Head 106.4 108.9 107.9 99.1 
ipublicicatcring Бок оо 104.4 105.4 100.0 
DELVICES NS Bane tite ones 107.6 112.4 
German Democratic Republic 
Retail price index ..... 100.5 100.4 
of which 
Pood (ee. 2) Rites te oss 100.3 100.4 
Е о 4 5 5 4 6 6 oc 100.6 101.2 
Hungary 
Consumer price index 101.4 1027 104.8 102 
of which: 
Poods ооо bi eats 101.0 102.0 104.0 102 
о 1029 1054 1077 1022 
Other manufactures 102.6 104.5 1061 10125 
eating ИИ боба 95.8 94.2 рр И 10) | 
НИЕ 2 оо ооо Шо 102.8 104.4 109.1 104.5 
Poland 
Costioflivine sae nee 100.5 1102.81 102-5 99.7 
Consumer price index 101.4 10255" 1022 У 
of which: 
ROOd mw ae teen ea 102.7 105.0 107.0 101.9 
Non-foode 4 4 ee 100.1 100.0 96.8 96.8 
ВИЗ go зоба 100.1 100.6 100.9 100.3 
Котата 
Retailipnccandex в 100.6 100.9 101.3 100.4 
of which: 
Food?" = eee 101.0 101.9 
Мое ее: 100.7 100.4 
Soviet Union 
Retail price index ..... 100.2 100.3 
of which: 
BOO Merce ee ee er ae 100.3 100.5 
О mene eee 100.0 99.9 


Sources: National statistics; CMEA Statistical Yearbook; plan-fulfilment 
reports. 


equipment, fuel wood and fuel oil. A moderate increase 
in rents (bringing them on average to about 7 per cent 
of household expenditure) is regarded as an important 
step towards a more equitable distribution of dwelling 
space and a better way of financing housing construc- 
tion and maintenance.*° 


30 See Népszabadsdg, 5 June, 21 October 1971, 1 January 1972 
(on price policies); and 30, 31 January, 7 February, 27 June SAL 
28 January 1972 (on rent policy). 
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= TABLE 3.4 


) Volume of retail sales 
о ре 


Annual cumulative 
rate of change 


1961-1965 1966-1970 

Albania 

lotalisaless2, 0 See 

Bulgaria 

otal saleseve- > 6.8 8.7 
Food eee ssa oc. 7.0 6.3 
INon-fO0d a... ., aetth, = 6.8 10.4 

Czechoslovakia» 

Hotal'salest eras se we BED) 6.3 
Food zo era. a ees 955) 4.6 
р о аа 3.0 8.3 

German Democratic Republic 

о а Сы. 2.5 4.6 
НОО И 27 5.1 
INON=1OOd Saou fe Re eer ee ee рт 4.2 

Hungary 

по а За ее he ec, fed Se, 8.9 
EOOG ооо aS es 6.0 7.4 
О-о. 4.5 10.4 

Poland 

О Зо re eee Sek 6.0 6.2 
ROOM ое 4.7 5.6 
ПОП ОО... о. Te 6.6 

Romania» 

ОТОС С seer cee Goss 9.9 8.3 
ЗОНЕ до а о ор а Sous he 10.7 7.4 
ООО weet nea 9.2 8.9 

Soviet Union» 

Гоа ео. es 6.0 8.2 
ОЕ epee aoe ee о я 6.3 7.3 
ОО о. 5.6 9.4 

Byelorussian SSR 

а асе ot lana, нь 7.6 11 

Ukrainian SSR 

тосе PS Visa 720 8.3 


Percentage change from previous year 


1969 1970 1971 1971 1972 
plan plan 

2 5 

Vell 8.1 6.9 6.8 5:5 

8.1 5.8 6.8 

Tes) 9.7 7.0 

Us 1.0 53522 6.0° 5.3 

6.4 3.6 4.3 3.8 с 

8.5 —1.3 6.2 8.4¢ 

5.4 4.4 3.98 2.44 4.0 

Dee Shes) 2 Oye: oe 3.8 

5/0 4.6 Э.28 ae 4.3 

8.2 12.4 79 9-102 102 

8.9 8.5 6.3 82 

7.4 16.3 8.3 11-124 

6.1 4.0 8.4 6.5 

4.5 1:2 8.0 4.44 

7.0 5.5 9.0 7.6 

4.8 8.7 9.16 6.7 Bele 

5.9 9.7 

3.3 Ut 

tes} 7.4 7 6.4-7.4 6.9-7.7 

6.2! 6.7! 6 

8.7 8.5 8 

8 10 9 8.2-9.1 8.6 

7 7 Wed 8.2 8.2 


eee er 


Sources: National statistics; CMEA Statistical Yearbook; plans and plan- 
fulfilment reports. 


в At current prices. 
> Socialist sector. 


с The adjusted plan gave the following increases: 5.1 per cent for total sales; 
3.9 per cent for food; and 6.8 per cent for non-food. 


Price policies in Poland last year were directed towards 
eliminating the adverse repercussions of the ill-prepared 
price reform of December 1970. Increases in food prices 
in December 1970 were revoked on 1 March 1971 and 
prices frozen for two years. Price reductions of manu- 
factured consumer goods were maintained, however, and 
further price reductions arose from the disposal of 
accumulated stocks in seasonal sales. Manufacturing 
associations and firms were obliged, moreover, to con- 


4 At least 6 per cent according to the Minister of Food Processing, Trybuna 
Ludu, 20 January 1972. 


e According to Scinteia, 8 January 1972, the increase in 1971 was 6 per cent 
and the planned increase for 1972 is 6 per cent. 


f Excluding public catering which increased by 9.7 per cent in 1969 and 
7.1 per cent in 1970. 


clude delivery contracts for the supply of low priced 
consumer goods of at least the amounts previously 
supplied.*! Nevertheless, through extra imports and 
better domestic performance it was possible to “maintain 
and even reinforce the general market equilibrium in the 
course of 1971, although the demand for some products 
had remained partly uncovered” (plan-fulfilment report). 


81 Trybuna Ludu, 2 March 1971. 
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Ratio of the percentage change in retail sales to the percentage change in money income4 


Soviet Union Hungary Poland _ Romania _ 
1971 1970 1971 1970 1971 1971 
ЕЕ со бопо 0.97 1.19 0.81 0.89 0.76 1.06 
Food ps семя 0.83 0.82 0.70 0.27 0.73 
INon-f00d ооо 1.11 1:57 0.92 [72 0.82 мо 
я: 0.38 0.78 0.44 1.36 0.93 
ме products... . Lei 1.35 1.00 = 1.27 1.86 
Sugary. amare. ewe 0.14 —0.38 0.78 1:33 0.27 1.16 
Bitters 205.5 Жо < 0.42 0.48 — 0.22 0.82 0.81 
ею 5 В — 0.29 1.11 iL 0.64 0.23 
Cheeses sat asters 2 0.56 0.87 122 ae He —0.12 
о aici. cates 3.06 0.96 1.00 0.89 0.55 
ОИ о aioe —0.69 0.10 —0.33 2.00 
Fresh vegetables i 75} 2.44 He 
Woollen fabrics а Ape yi ie 
Cottontabrics и. 0. —0. —2. : 
Silk fabrics ...... Ue —019 0.78 111 0.55 м 
Ready-made clothing 0.58 0.22 0.44 Fan 
Footwear рее : 0.42 0.67 —0.22 —0.44 1.18 0.70 
Bicyclesa ие но 0.14 5 2.00 — 0.36 
Motor-cycles, scooters. . 1.39 4.04 0.56 3.33 —1.00 
Washing machines —1.81 —0.29 SS —2.67 —1.90 3 
Refrigeratorss. eee 1.58 1.83 1:33 2.44 273 1.05 
Sewing machines ... . = 1.83 2.00 1.09 
Vacuum cleaners .... 2.50 0.10 2.22 —0.55 
Watches: Ge moss, % 0.14 1.44 : -- te ise 
Motor-cats = 54 - = > 11.39 8.08 59 2.44 6.00 —1.28 
Като еее 0.28 3.65 —0.67 —0.36 3.60 
Television sets ..... 1.53 0.77 ee —0.22 1.09 3.95 
ИО 5 2 6 ob vo 4 1.39 7 1.00 1.56 1.09 0.35 


Sources: Аз for tables 3.1, 3.4 and 3.5. 
® Less detailed data are: 
Czechoslovakia 


German Democratic Republic 


1970 1971 
Total 0.22 0.95 
Food 0.80 0.78 
Non-food —0.33 1.13 


Retail sales and services 


The volume of retail sales and services in the Soviet 
Union increased by 7 per cent closely in line with the 
increase of money incomes. The increase varied between 
7 and 9 per cent in Hungary, Poland and Romania, all 
countries where money incomes expanded faster than in 
the Soviet Union. The increase was much lower in 
Czechoslovakia and the German Democratic Republic, 
where there was a relatively smaller growth of money 
incomes (table 3.4). The incremental sales-income ratio 
was about or above 1 in Romania, the German Demo- 
cratic Republic, the Soviet Union and Czechoslovakia 
and about 0.8 in Hungary and Poland. 


The increase in food sales varied between 8 per cent in 
Poland and 3 per cent in the German Democratic Repub- 
lic. The incremental sales-income ratio for food sales 
was generally between 0.7 and 0.8 but the variation 
between commodities was very large. The supply of 
meat and meat products was relatively elastic in the 
Soviet Union and Poland but not meat in Hungary or 
Romania. The incremental sales-income ratio was very 


1971 


1.05 
0.81 
1.35 


low Гог dairy products in all countries, except for eggs 
in the Soviet Union, and milk, cheese and eggs in Hun- 
gary. Shortages of fresh fruit and fresh vegetables were 
widespread. 


Retail sales in the non-food sector grew between 9 per 
cent in Poland and 5 per cent in the German Democratic 
Republic. The incremental sales-income ratio of non- 
food sales was 1.4 in the German Democratic Republic 
(because of a small increase in incomes), about 1.1 in 
the Soviet Union and Czechoslovakia and more than 
0.8 in Poland and Hungary. 


Supplies in the clothing sector were uneven, particu- 
larly in modern clothing such as knitwear and articles of 
artificial or synthetic fibres. 


Among durable consumer goods, furniture supplies 
increased slowly in Romania, but the highly elastic 
demand was partly satisfied in the Soviet Union, Poland 
and Hungary. Sales of washing machines generally fell 
because of poor quality; but sales of refrigerators greatly 
increased in all countries as did sales of vacuum cleaners 
in the Soviet Union and sewing machines in Hungary. 
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TABLE 3.5 


Retail sales of selected products 


(Annual percentage change) 


7 


А ee A By rts a cern рае fst 


Bulgaria Czechoslovakia German Democratic Republic® 
1969 1970 1971» 1969 1970 1971 1969 1970 1971 
Mealtime aks gs o Gud ae ee ЦИ я 10 
ОО, оао шов ав 18 3 12 4 4 és Е 
О с ee es 7 5 =3) = wary =) 3 
Butter ae oder О PSE Fi) 12) 6 
: 2 4 — 3 
И ety, ao, bats Le Asay ans 9 7 5 —2 3 2 0 
о ое 10 Il В 9 10 5) HT Br 
COS eter cor! saan Shonen oe 11 11 3 —1 6 il 8 
: 6 
О реа О obese es —11 13 —13 —5 14 16° —10¢ 
В еее. 6 — 5 —4 = 6 
Woollen fabrics Ser asi Bae ЕК 4 1 2 9 =A 
С Зо о oy a 6 0 oo 6 —?) =) —4 —4 —14 
Га ЕС Loria. очно 4 10 9 11 —19 
Ready-made clothing. ....... Re Ae ae 1 —11 ae Ae 
Боос ое 4 6 —1 1 —4 9 —3 
У ок ое кВ и ИР >> a 9 —17 
ИЯ Е > о ра вы Ge —15 —10 an 24 —21 a6 
Wasning machinesi р оавоовс —22 —8 —19 —10 — —16 —10 
Refricerators За ee es с 12 37 — —13 —23 a —8 
Sewinewmachiness fee. eri ees 9 —1 —21 8 —13 —20 —4 ; 
Wacuunacleanersms ее. as a ee ne —2 —25 
Ме cp sel es os toy we Gy —6 —7 ВИ 13 —18 6 2 
IMOLOMCATSS РР Mek ge ts —4 6 73 12 —6 25 2 
А ее те —3 4 —17 28 —15 41 Я 
еее оные ее —1 —11 —28 —10 —12 —15 —7 
IEE о 10 12 5) 25 6 12 — 
Hungary Poland*® Romania 
1969 1970 1971 1969 1970 1971 1969 1970 1971 
led teeter anette о. в 3 4 7 3 2 15 —1 —3 8 
ло) с оо о а оо 17 14 9 4 — 14 12 11 16 
ЕО са ко о оо Оо ое 7 —4 7 2 6 3 4 3 10 
Вере о И hee ee wis + 10 5) — 6 1 9 44 11а 7 
IN Aili, toes, eee aries Yona sas 3 3 10 5 5 т 6 8 2 
СОС о оао не 10 9 11 sts Sis Ae 13 8 —1 
о в бон. 1 10 9 6 4 6 
Fresh fruit Пе ooh Gas = а 3 ees) 9 
Fresh vegetablesf .......-:-: | 4 11 oe Pye a 
Wroollemitabricss еее 5 2 12 4 —2 2 —2 x 
Gottonmabncs в es ee. ee «es — 10 —6 —6 —12 5 —3 = fl 
RAT ee votre poe _ ; — Z : ; : 6 =? 
Ready-made clothing. ....... 1 she ЕЕ г 
ВОО ЕАО еее а 2 й —2 ы —2 1 ; 1 4 6 
НОС ое yrs) © aes е =i 14 18 т Е 
Motor-cycles, scooters ....... —15 42 5 —22 5 — ae и 
: : 3) =3 AE —3 —12 —21 3 1 ar 
Washing machines. ........ 
i 32 19 12 —3 11 19 — 14 8 9 
Refrigerators > 3 9 2 10 ae 
Sewing machines ....----:> 16 19 Е 
9 1 —=7 10 —6 
Vacuum cleaners ....++:+ +s - ie aa oa A ы и. 
М она рр о о о «sae Г. ы i о fi 66 13 42 ati 
У © о шо es мс 3 ae a 4 oa 5 1 31 
RVACIOSMea ово о fel ue ee 2 16 34 
om р —28 8 sk 9 —1 12 3 
Television sets. еее. Af С 5 7 7 12 9 3 3 


И о 6 Gobo о обо о Gnd, aol 
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TABLE 3.5 (continued) 


Retail sales of selected products 
(Annual percentage change) 
OT 


Soviet Union Byelorussian SSR Ukrainian SSR 
1969 1970 1971 1969 1970 1971 1969 1970 1971 

ee ee о ее = 
Ме... .:| $ 
Meat products | к: —2 4 12 A 12 15 3 5 11 
SUGAar ie ая 1 4 1 5 11 8 6 —5 5 
Butter ee ee es 10 6 3 9 7, —3 7 3 2 
Ме - 12 6 — 13 8 —1 13 6 22 
Gheese Sire ое 16 — 4 12 4 4 19 3 3 
О пабе ом о eS — 16 22 14 17 19 7 22 17 
О оао кое ee —5 18 —5 a a si —4 13 2 
Fresh vegetables). 252. 2. —2 14 9 nee oe ae —2 23 13 
Woollen Габи ne ve tee 1 —7 5 — ь — т : 
Cotton: ар —1 —4 —6 — — 
а о т x 5 af 10 6 i —4 6 
Ready-made clothing. ....... 14 8 15 14 9 
а, в, ое Wels ee os 5 7 3 4 8 8 6 5 4 
Bicycless о ес. — 5) 1 2 3 6 —4 3 3 
Motor-cycles, scooters ....... 2 7 10 й 2 14 —3 7 20 
Washing machines; ........ 6 —8 —13 —12 —5 —3 4 —8 —6 
Refrigerators eran aimee oe Ge 15 14 11 5 16 16 15 10 16 
ИЯ со 5 5 oo oo OC —3 4 = —6 —1 —4 —6 —3 1 
Wacuumucleancrsimmrnie aaa 10 9 18 13 10 20 15 5 18 
‘Watches* ее к. 3 4 1 3 7 2 Zz 2 6 
Мою са tems ts mee ee, Е 39 82 на ee ca. 100 a 32 102 
Radios: и. a 7 6 72 9 7 —3 —2 9 1 
КИО Зо o p o 6 6 6 6 6 8 0 2 10 11 —14 14 1 9 11 — 
Purniture sess ю боо ое 5 9 10 5 9a 8 6 8 10 

Sources: National statistics; plans and plan-fulfilment reports. © Only tropical fruit. 

® Deliveries to retail trade. а Including margarine. 

> Nine months only. е Ready-made clothing included. 

TABLE 3.6 


Savings deposits 
(Percentage increase from preceding year) 


ee ee о eee 


Country 1966 1967 1968 1969 1970 1971 

Bulgaria . . Tiga Be oaceetas Joel sce cs eee Rr 17.6 19.8 11.0 16.7 16.6 
Czechoslovakiamamr a rina nean nnn 11.0 14.2 8.4 8.6 17.5 16.2 
German Democratic Republic ......... 12.0 11.3 Did 10.9 8.5 ; 
AUN ALY OS ene sae ome) ee op Ae 12.8 Tel 17.6 20.4 19.9 14.5 
Roland? 3,5 мало 22.5 20.6 15.3 16.0 11.4 15.85 
ROMANIA poe hoa Sas По м AY 14.9 
С О р ооо ee pee cee) ee 22.4 17.3 20.4 18.7 21.4 14.1 

Urbanite ws ieee ek pac eae 20.9 16.6 20.2 18.9 20.5 

BRUTAL eke ce ie eer ee ии 26.7 19.2 21.1 18.0 23.8 


Sources: National statistics and plan-fulfilment reports. a End-of-year data. b Only РКО (General Savings Bank). 
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Demand for electrical goods shifted from radios to tele- 


vision sets, except in Romania where there was a large 
Increase in radio sales. 


Relative to the rise in money incomes sales of motor- 
cars were very high in the Soviet Union, Poland and 
Hungary. Sales of motor-cycles expanded relatively fast 
in the Soviet Union and of bicycles in Hungary; in 
Poland sales of bicycles were stagnant and sales of 
motor-cycles declined (table 3.5). 


Savings 
Total savings deposits increased last year by around 
15 per cent in each of the four countries for which data 
are available (Soviet Union, Czechoslovakia, Poland, 


Hungary); differences in the rate of increase were much 
less than in earlier years (table 3.6). Compared with 1970, 
the increase in savings was larger in Poland but smaller 
in the Soviet Union, Hungary and Czechoslovakia. 


The marginal propensity to save 3? was about 0.3 in 
Poland and Hungary, somewhat less than 0.4 in the 
Soviet Union and more than 0.5 in Czechoslovakia, 


32 The marginal propensity to save here is the ratio of the 
increase in savings deposits to the combined increase of savings 
deposits and retail sales. In the German Democratic Republic and 
Bulgaria the propensity to save was much higher than in any of the 
four countries listed above: in 1970 the savings ratio in both coun- 
tries was nearly 0.6. 


TABLE 3.7 


Real income per head of population 
(Indices and percentage changes) 


Annual cumulative 
rates of change 


Percentage change from previous year 


1971 1972 
1961-1965 1966—1970 1969 EMD HAE plan plan 
Bulgaria 
Total population ae 4.6 6.0 4.6 5.0 5.0 5.4 4.2 
Wiate-earnersissin es. 6 5 2.3 6.8 5-7 4.3 wee 
Farming population. . . 7.3 3.9 PX) 3.6 8.9 
Czechoslovakia 
Total population 3.4 5.9 6.6 3.4 5.3 
УУасе-сагиегз'. ....... 
Farming population. ..... 
German Democratic Republic 
Total population 2:7 4.1 als 
Wage-earners® ее 2.5 4.0» 5.4 
Farming population. .. . 
Hungary 
Total population 3.4 6.0 6 fl 5-6 5.0-5.5 5 
Wage-earners . : 3.4 5.6 6 7 5 : 
Farming population . 3.4 Well 5 8 6-7 
Poland 
Total population .. .. .. .. 
Wage-earners. . ae 5c isa 1.3 ae B55) 
Farming population ° Pa) — —5.0 —0.7 
Romania м, 
Total population 7 
Wage-earners . 
Farming population . 
Soviet Union 
: 4.7 5.2 
Total population 35 5.9 ie ay 4.5 
Wage-earners® . 1:7 Sha 
Farming population® ..... 6.5 
Byelorussian SSR } : 
Total population 4.6 6.3 6.5 
Ukrainian SSR . P es ait 
Total population 5.9 5 оне ioe 
eee a =: — 
ь 1966-1969. 


Sources: National statistics, plans and plan-fulfilment reports. 

Nore.—For Bulgaria and the Soviet Union real incomes include the ce 
of free services provided by the State. For Czechoslovakia, it refers only to money 
income in real terms per head of population. 


® Per household. 


с Incomes from agricultural activities spent on consumption and non- 
productive investment. 

а Per wage-earner. 

е Per farmer. 
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TABLE 3.8 


Dwelling construction 


_— Аш average ss 1968 1969 1970 1971 oo Fire 
1961-1965 1966-1970 
(Thousands of dwellings) 
Bulgaria 
Totals: реке Sale cas 44.2 44 42.7 47.1 45.7 44.8 45.0 
В И, оу 8.7 ne 12.0 ans an ‘nie Aa 
Private and co-operative 35.4 ne 30.7 
Aided п, 11.4 we 12.6 
Орал осо 24.0 a 18.1 
Czechoslovakia 
Е о ees gee at 81.7 87 86.6 85.7 ze 101.9 102.2 100 
ey со ба ое 29.0 16 15.9 13.4 18.9 16.5 a fe 
iBnterprise о Но о ооо 8.9 7 33 14.2 19.6 20.4 
Coroperative еее 22.6 43 47.7 36.8 44.2 39.2 
Рае toe ses 20.1 7 19.7 РЭ 29.4 257 
German Democratic Republic 
Е о а оо 80 73 76.0 70.3 76.2 76.1 73 78 
И а оо о о В те 5 
Co-operative). 4. > oe sla 
Рае и. 
Hungary 
PIO alee с свите 56.5 65.5 67.1 61.8 80.3 75 alee 75 
Slateme shed Me te eres 20.8 24.4 24.6 22.5 32.9 af В 30 
Privateer ea cos tie ce С 857 41.1 42.5 39.3 47.4 be 44.0 45 
Ас Sein ty ое rode. 20.7 29.5 29.9 27.4 35.2 
Е ро о в ад 15.0 11.6 12.6 11.9 2D? 
Poland 
Total grains oes ee ae 150.8 188.5 189.3 197.0 194.2 os 182 198 
а sey cc se 112.0 140.0 140.5 145.8 141.5 
Ва: 38.8 48.5 48.8 51.2 S2e7 ie 
Socialized section -).) 6) ee 103.9 138.0 138.8 145.1 140.6 135.6 
SEINE at оба inca а aaah 78.9 55.1 46.7 47.0 . 45.1 42.1 
@o-operatives ae Gee 25.0 82.9 92.1 98.1 95.5 93.5 
Romania 
Ota Meee eh sta he ee 130.0 130 111.7 139.0 161.0 152 че ЕЕ 
State and co-operative. .... 45.0 69 56.3 85.8 99.0 93 93 93.6 
Privates wee ere eee ee oe 85.0 61 55.4 52 62.0 59 
(Million square metres of total living space) 
Soviet Union 
Mota ery a eee an eh) 98.1 104 102.1 103.8 105 108 iets 115.1 
State and со-орегацуе? .... 60.1 69 69.3 72.0 67.84 ie 71.8 
Private 2uc> 8 vn ae es a 18.8 a 14.2 14.1 
Collective farms). 4... 2. . 19.2 xe 18.6 И 
Byelorussian SSR 
otal Nes. sere a natty ee kta 3.1 4.1 4.2 4.2 4.34 4.2 4.5 4.4 
Ukrainian SSR 
Total ise. cere ta ane 19.0 19.2 18.5 19.3 18.74 >19 19.1 19.2 
Sources: National statistics, plans and plan-fulfilment reports. © Construction by workers and employees from own funds and with the aid 
в Including dweliings constructed by co-operative farms. of State credits. 


> Outside collective farms. 4 Preliminary. 
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where substantial amounts of cash holdings were chan- 
nelled into savings deposits. 


Accumulated savings deposits, which are still only a 
small fraction of annual retail trade turnover, amount to 
3.1 months’ sales in Poland, about 3.8 months in Hungary 
and the Soviet Union and 5.2 months in Czechoslovakia. 
Accumulated savings were much higher in both the 


German Democratic Republic (9.7 months) and Bulgaria 
(8.5 months). 


Real incomes 


Real income per head increased by 4.5 per cent in the 
Soviet Union in 1971. It rose more (between 5 and 6 per 
cent) in the four other countries for which information is 
available, namely Czechoslovakia, Poland, Hungary and 
Bulgaria (table 3.7). In the German Democratic Repub- 
lic the increase was probably lower than in the Soviet 
Union; and in Romania it was probably higher than in 
all other countries above. 


The shift in real incomes between wage-earners and 
the farming population was in line with the shift in 
money incomes; that is, relative income moved against 
the farming population in the Soviet Union, Czecho- 
slovakia and the German Democratic Republic and in 
its favour in Poland, Hungary and Romania. 


Payments and benefits received from public consump- 
tion funds was an important addition to incomes in the 
east European countries. Payments and services of this 
kind in the Soviet Union amounted to 68.6 billion 
roubles, an increase of 4 per cent over 1970. For wage- 
earners these payments and benefits constituted 26 per 
cent of their total real income. The value of services and 
benefits from the fund of social consumption was equally 
important in the other countries; in the German Demo- 
cratic Republic they amounted to 26 billion marks and 
provided for improved standards in education, children’s 
welfare, and medical care. 


Changes in the housing position may be summarized 
as follows (for actual figures of construction see table 3.8): 


New construction as percentage of stock 
at beginning of period 


A 
1966-1970 1971 
@zechoslovakians eater mnie ns er all 2.3 
German Democratic Republic ... 1.3 ЦЗ) 
Hungary) “Siew. tan в. 3) DEE 
Poland’ ли Sate eee ee 215 Dp 


4. FOREIGN TRADE 


(i) General features 


The general slackening of world trade growth in 1971 
was reflected in the trade of eastern Europe and the 
Soviet Union. For these countries combined, the earlier 
acceleration of foreign trade growth was interrupted in 
1971. The value of their total trade turnover (including 
their intra-trade) increased by about 8 per cent in 1971 
by comparison with the rise of almost 13 per cent in 
1970.33 This means that the CMEA countries’ trade in 
1971 grew faster than world trade in volume terms, most 
of their trade being conducted at constant prices. It 
appears (although neither the German Democratic 
Republic nor the Soviet Union has so far released data 
for 1971 for imports and exports separately) that the 
slow-down in trade growth between 1970 and 1971 was 
greater in imports than in exports, and that the slack- 
ening of import growth was, as in western Europe, 
greater than the concomitant slackening of output growth. 
Thus, for the CMEA area as a whole the “import elas- 
ticity” —ratio of change in value of imports to change in 
volume of output—fell from 1.9 to 1.2. Exports of eastern 
Europe and the Soviet Union combined probably in- 
creased in 1971 somewhat faster than imports, whereas 
between 1967 and 1970 imports had increased faster than 
exports. Tentatively, export growth in 1971 is estimated 
at 8.5 per cent as against 7.5 per cent for import growth 
(see tables 4.1 and 4.2). 


The CMEA countries are normally net exporters on 
merchandise account. There is an export surplus, reflect- 
ing deliveries on credit terms, with developing countries 


33 Adding up the trade results of the seven CMEA countries gives 
8 per cent growth for the area. Pravda, 8 February 1972, has given 
the following data for the CMEA trade turnover. 


Billion roubles 


ее Percentage 
1970 1971 


change 
9.1 
8.1 
7.8 


ПА о р по пооюо ео 
Trade with all socialist countries. ... 
Trade with CMEA countries 


and the Asian centrally planned economies; in trade with 
developed market economies, the CMEA countries 
experienced over the period 1967-1970 increasing import 
surpluses, financed by credits and, although data are not 
available, by net income on invisible account in some 
countries. The export surplus of the CMEA countries, 
which in 1970 was $0.7 billion, increased in 1971 to 
approximately $1.1 billion (see text-table below). It may 
be inferred from partner country statistics that the trade 
balance with western Europe improved while trade with 
Canada, Japan and the United States resulted in a 
slightly bigger CMEA import surplus. OECD data * 
indicate an increase in CMEA countries’ exports to 
western Europe by about 10 per cent between 1970 and 
1971, an increase in their imports by only 3 per cent and 
consequently an improvement in their trade balance with 
western Europe by about half a billion dollars. In trade 
with other developed market economies (North America 
and Japan), CMEA countries achieved no increase in 
exports between 1970 and 1971 but imports rose by 
10 per cent. 


From these data the following tentative picture can be 
drawn of the broad geographical composition of CMEA 
trade in 1971 35 (see table below). 


Thus, the faster export than import growth in total 
CMEA trade is entirely owing to trade with western 
Europe. While the increase in imports from western 
Europe was reduced to about 3 per cent after the par- 
ticularly sharp rise of 14 per cent in 1970, export growth 
to western Europe was maintained at nearly the same 


“4 Estimates based on 11 months, including trade between the 
Federal Republic of Germany and the German Democratic Repub- 
lic, and including estimates for Yugoslavia. 

35 A more accurate picture must await fuller details of CMEA 
trade in 1971, which may not be available for some months. 


CMEA trade in 1970 and 1971 


(Billion dollars and percentages ) 


Exports | Imports Balance 
Per cent aS Per се = : 
1970 hanve 1971 1970 as 1971 1970 1971 
Я о СВ 30.9 8-52 833.5 30.2 ое ВД 0.7 et 
CMA ae. een 18.4 8b 19.8 18.4 8b 19.8 —- —- 
Western Europe 6.8 10¢ 1.5 1.3 sie Tle) =0.5 -- 
Other developed 08) 0.8 10° о 04 
Rest of world ..... 4.9 104 5.4 3.4 154 3) 1.5 1.5 
® Estimate based on partial CMEA data. с Derived from partner countries’ statistics. 
> Pravda, 8 February 1972. 4 Residual. 
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TABLE 4.1 


Changes in the value of foreign trade and the volume of national income produced and 


industrial output in east European countries and the Soviet Union 


(Value in million dollars and percentage changes in the value from corresponding period of previous year) 


И ре ete ed a И 


Walia Percentage increase | 
В 1968 1969 1970 И м 1973 
Bulgaria ij 
EXPOS И 2 186 
АЕ 10.8 11.1 12.1 6.2 
Ji ogee pee a aaa 2083 13.4 ie 3 a Hes) aa et 
анода сое 9... - a 6.1 9.9 72 9.0 7.0% 8 
I Е . , : са 
mdustrialoutput ....... 10.4 9.9 9.3 10.0 9.5 Wek 
Czechoslovakia 
E tS. Niece acorn rn" < 
eee Oe Meee ge 4171 4.9 10.5 14.2 UD) 10.0 
ores baGd exc: 3 995 14.8 Hell 12.2 LORS 8.7 ss 
National income. ....... : te? U8 
Industrial output : ; : 5.8 5.2 4.6 5.0 
ae oe by 5,5 5.4 8.5 551) 6.9 
German Democratic Republic 
EXDOMS epee eee: om. fee 45928 9.7 9.5 10.3 16.0 | 
а... 48582 3.5 21.5 17.6 т их i 
Манова исоте |. 2s) « “hs 5.1 5:2 Bye 4.5 4.5 4.6 
Industrialvoutput 75. 0... - x 6.5 7.0 6.5 5.4 555 5.5 
Hungary 
IXDOGLS Me, Ge ооо 2 500 5:2 16.5 i 9.7 7.9 14.0 
eee PRG none 591, 2 984 ps 6.9 30.0 7.0 19.3 6.0 
апопа сое ее. we Se 8.0 4.9 ULV 7-8 5-6 
Industrialioutput ....... a 5:2 2.9 1.3 6.0 50 5—6 
Poland 
О nee и, nS 3 874 3.1 Cee) 12:9 Dp 9.2 3.8 
cao ры се. 4 037 7.9 12.5 12.4 7.4 11.9 16.4 
ational income. =, «9. « а ee 9.0 2.9 Do? 5.9 US) 6.1* 
TivclisitialeOuepUta ее ts ote 9.4 8.9 8.5 6.8 8.0 deo 
Romania 
ОЕ пора оно зо 2105 5.2 11.1 1323 od 
ть о yh, 2038 4.1 8.2 т | 14.0 re 20.4 
INAtionalincomesss. а 5 6.8 7.9 6.6 13.0 IDES 11-12 
Industralioutput ...... : ai 11.7 10.6 11.9 9.0 5 11:0 
Soviet Union 
о о ee es sy ee Sn ee 12 8004 10.2 9.6 9.8 70 71 
Imports Se. е eae 739 = 10.2 et 13.6 : Be 
Nationalincome. .... рае a 8.3 4.8 9.0 6.1 6.0> 6.2» 
IndustraleOutput gis. i eer) ne me 8.3 ol 55 6.9 7.8 6.9 
Total above 
О ав мое о 30 9098 9.2 10.4 11.2 | 8.0 8.0 
ОБИ sg heb. о о а ode 30 1814 8.6 10.2 14.4 | : : 
National income, 6s 6 o = - ys 8.0 5.0 etl 6.5 6.0* 
Industrial output ..... Ses № 8.0 Ties 8.3 
Sources: National statistics, plans and plan-fulfilment reports. в 1970. > National income distributed. 
rate (about 10 per cent) as in 1970. As a result the share Trade with developing countries (including Asian cen- 


of CMEA countries in total west European imports may  trally planned GO Ne AO ea 
have been maintained in 1971, while the share of westert the most dynamic sector Ce aap ee ae а 
Europe in total east European imports has probably growth by far surpassing the 1965-1970 average growth 


declined. (but below the exceptionally fast growth in 1970) and 


TABLE 


Eastern Europe | 
Oe ee ee ee ee nee 


4.2 


Trade developments in CMEA countries 
(Percentage change in trade values) 


World Centrally planned _ Market economies _ 

PENCE Exports Imports Exports Imports Exports Imports 
Bulgaria 
TOU ас а erage out 18.7 4.7 10 —2 14 20 
О ааа 6.2 14.7 9 17 1 18 
Czechoslovakia 
о О о 14.2 12.2 18 6 8 26 
UO Tatoo len aa em emer eG 10.0 8.7 9 9 11 8 
German Democratic Republic 
О ee os ee LOS 17.6 т 14 9 26 
ТО. 
Aungary 
LOT Olea о tara ate О 1.2. 30.0 7 725) 20 40 
О о ся 7.9 19.3 13 22 —3 16 
Poland 
С nc оси в 12.4 12.4 10 17 18 4 
О ых 9.2 ies 8 10 12 16 
Romania 
MoT ee mn tok cer emer enone ee тэ 12.6 13 18 15 И 
О о Е м 18 4.0 
Soviet Union 
(OT OSs) ee ke aos 9.8 13.6 9 10 12 19 
Opera tse eect oe ere carne GS] Yall =s — 7.4 — = 0 = 
Total of seven countries® 
О ое Ио 14.4 ТЫ 12 20 
LO са а ое 8.5 Tle) 9 6 


в Secretariat estimate for the distribution between imports 


export growth about matching the 1965-1970 average. 
The export surplus, however, remained unchanged at 
about $1.5 billion; in 1970 about one-third of this export 
surplus was in trade with Asian centrally planned econ- 
omies and two-thirds in trade with all other developing 
countries (including Cuba). The CMEA export surpluses 
in trade with developing countries have persistently been 
larger than the reported credit commitments, which 
amounted to an annual average of $584 million in 1961- 
1965 and of $855 million in 1966-1970. It is, however, 
clear that the credits, combined with industrial co-opera- 
tion agreements, have fostered a sharp expansion in 
mutual trade between CMEA and developing countries. 
Since the mid-1950s CMEA countries have participated 
in the construction of more than 2,400 industrial projects 
in developing countries; more than one-half of those 
projects are completed and have started exporting to 
CMEA, repayment of credits often being in terms of 
products. As a result, the share of manufactured and 
semi-manufactured products in developing countries’ 
exports to CMEA 1$ continuously increasing—from 24 per 
cent in 1965 to about 30 per cent now. 


and exports of trade with world. 


The slower growth of total foreign trade turnover in 
1971 than in 1970 was evident in all CMEA countries 
except Bulgaria and Albania (where total turnover rose 
by 15 per cent compared with 5-6 per cent a year in the 
1960s). The slower growth of total imports was marked 
in all the countries for which data are available except 
Bulgaria, where imports rose very fast compared with 
1970, and Poland where import growth was sustained at 
a high rate. Although figures are not yet available, there 
also appears to have been a slow down in imports into 
the Soviet Union and the German Democratic Republic; 
west European statistics for eleven months show a 7 per 
cent decline in exports to the Soviet Union and a signi- 
ficant slowing down in exports to the German Demo- 
cratic Republic. Total export growth also appears to 
have slowed down everywhere except in Romania (see 
table 4.2). 

It seems that the growth of шна-СМЕА trade, and 
the growth of exports to market economies, slowed down 
only moderately in 1971—from 11-12 per cent in 1970 
to 8-9 per cent in 1971 (including rough estimates where 
direct data are not available). But the decline in the 
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expansion of CMEA imports from the market economies, 


particularly from western Europe, was much more 
marked. 


There were great differences between the individual 
CMEA countries in the development of their trade pat- 
terns, reflecting partly the regional pattern in the preced- 
ing year (an excessive swing in one direction is normally 
accompanied by a swing in the other direction in the 
following year).°* Thus, the deceleration in intra-CMEA 
trade was on the import side concentrated on the German 
Democratic Republic, Poland, Romania and the Soviet 
Union; Bulgarian imports from CMEA partners expanded 
fast after the previous stagnation, Czechoslovak imports 
from its CMEA partners increased more in 1971 than in 
1970 and Hungarian imports increased almost as fast as 
in 1970 and faster than those of any other CMEA coun- 
try. On the export side the deceleration in intra-CMEA 
trade was concentrated on Czechoslovakia, and the 
German Democratic Republic; there was some accelera- 
tion in Hungarian and Romanian exports to CMEA 
partners while the deceleration in export growth was 
relatively minor in Bulgaria, Poland and the Soviet 
Union. 


In trade with market economies Czechoslovakia and 
the German Democratic Republic achieved faster export 
growth in 1971 than in 1970 (perhaps because their 
exports are less concentrated on industrial materials) but 
the others experienced a deceleration. The lower growth 
of CMEA imports from market economies was shared by 
all the CMEA countries except Poland. 


This description indicates that the changes in the 
development of trade between 1970 and 1971 were excep- 
tional. 1971 was the first year of a new five-year planning 
period and of bilateral intra-CMEA long-term trade plans 
which may have influenced the growth of шна-СМЕА 
trade during the year. Moreover, trade growth had in 1970 
(the last year of the previous plan period) been excep- 
tionally fast and the lull in growth of CMEA imports 
from western Europe, after a period of fast expansion 
culminating in 1970 and partly financed in credits may 
be due to a need to correct balance-of-payments posi- 
tions. 


Plans for 1971-1975 suggest that the CMEA countries 
are entering a period of slightly slower economic growth 
which is also expected to be characterized by a slower 
foreign trade growth.®” The 8-9 per cent increase in the 
CMEA countries’ trade turnover in 1971 corresponds to 
the 8.2 per cent average increase embodied in plans for 


86 Note inconsistency between table 4.2 and the text-table above 
due to the different data used for estimating: in table 4.2 the dis- 
tinction is between centrally planned and market economies whereas 
the text-table distinguishes between CMEA countries and all others. 
In 1970 intra-trade accounted for about 60 per cent of (01а! CMEA 
trade, trade with Asian centrally planned economies for 2.5 per 
cent and trade with other socialist economies (namely Cuba and 
Yugoslavia) for some 4—5 per cent. Thus statements on the behav- 
iour of trade with CMEA based on data giving changes in trade with 
all socialist economies are subject to a certain error. 

37 For a more detailed review of foreign trade plans for 1971- 
1975, see Economic Bulletin for Europe, vol. 23, No. 2. 


the 1971-1975 period; since output growth in 1971, at 
about 6 per cent, was Jess than the 1971-1975 plan of 
6.5 per cent, the trade elasticity in 1971 is somewhat 
greater than planned for the 1971-1975 period. 


The CMEA continued to play an increasing role in the 
promotion of trade among partner countries. In 1971 it 
assisted in the implementation of 1971-1975 trade agree- 
ments by organizing mutual co-operation, specialization 
and improvements in the payments system and in the 
organization of capital flows for the financing of projects 
of common interest. The general principles of a long-term 
programme for co-operation were laid down in the 
“Comprehensive Programme” agreed by the member 
governments in the summer of 1971.38 In its first year of 
operation the CMEA International Investment Bank 
granted credits to member countries totalling roughly 
$195 million including some $60 million in convertible 
currency. Towards the middle of 1971 credits totalling 
$53 million ($12 million in convertible currency) were 
granted to Poland and Hungary for the purchase of 
electric locomotives (Poland) and modernization of the 
production of buses and precision instruments. In 
November 1971 seven new credits were granted; five for 
the expansion of the engineering industries in the German 
Democratic Republic, Poland, Romania and Czecho- 
slovakia, one for the enlargement of a cotton concern in 
Hungary and one for the expansion of chemical works in 
Romania. The credits provided serve basically for the 
purchase of capital goods abroad for these investment 
projects. The Investment Bank provides credits for 5 to 
15 years at rates of interest between 4 and 6 per cent, 
mainly for the projects entering into regional co-operation 
schemes. It may be of interest to note, too, that some 
CMEA countries have begun to raise loans in western 
Europe through the Euro-bond market. 


Only two countries have published 1972 trade plans 
for exports and imports separately, namely Hungary and 
Poland (see table 4.1). While Hungary plans for an 
acceleration of export growth and a slow-down in import 
growth, Poland plans for the opposite development. 
Three countries have indicated the growth of trade turn- 
over in 1972: Bulgaria is planning for a modest accelera- 
tion in trade growth but the German Democratic Repub- 
lic and Romania for a doubling. Czechoslovakia and the 
Soviet Union have so far not indicated targets for their 
foreign trade in 1972. 


No general acceleration in economic growth is fore- 
seen in the plans for 1972. However, the large volume of 
orders for industrial equipment recently placed in western 
Europe and elsewhere may point to a resumption of fast 
import growth from these countries. The continued 
rather slow growth rate in western Europe expected for 
1972 may mean temporarily limited opportunities for a 
faster expansion of CMEA exports to west European 
markets than was achieved in 1971. 


38 Council for Mutual Economic Assistance. Comprehensive Pro- 
gramme for the further extension and improveinent of co-operation 
and the development of socialist economic integration by the CMEA 
member countries (Moscow 1971). 
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(ii) Review by countries 


Bulgaria: export growth slackened in 1971 after 
accelerating in 1969 and 1970; imports, which had declined 
in 1969 and grew little in 1970, increased fast in 1971, 
more than twice as fast as exports. The resumption of 
fast import growth in 1971 was foreseen—the export sur- 
plus had reached $193 million in 1970—and was con- 
centrated on imports from CMEA countries and develop- 
ing countries; imports from western Europe, on the other 
hand, stagnated (according to the trade statistics of those 
countries). Export growth in 1971 was exclusively to 
CMEA-countries while exports to market economies 
stagnated. 


The boost to imports came from capital formation, 
demand for durable consumer goods (especially cars) and 
from industrial growth, all of which depend heavily on 
imports. Export growth in 1971 was concentrated on 
machinery, chemicals and food products (a record har- 
vest). The slow-down in the rate of export growth was 
caused by lower exports of intermediate products to the 
market economies. 


Bulgaria: percentage changes in exports and imports 


(January-September over the corresponding 
period of the previous year) 


Exports Imports 

1970 1971 1970-1971 

а are wreak ae 11 8 3 17 
of which: 

МЕ Gc o 6 ¢ o 6 o 4 9 13 2) 25 

Intermediate products .... 35 5) 15 16 

Manufactured consumer goods 5 2. --17 21 

ооо” Ао со ре 7 —43 —48 


Source: National statistics. 


Czechoslovakia: both export and import growth slack- 
ened in 1971; exports still increased slightly faster than 
imports so that the export surplus rose from $97 million 
in 1970 to $176 million in 1971, the change being largely 
in trade with market economies. The need to reduce 
short-term indebtedness in CMEA countries, carried over 
from adverse balances before 1970, remains, however; 


Czechoslovakia : percentage change in exports and imports 
(January-September over the corresponding 
period of the previous year ) 


Exports Imports 

1971 1971 

Total See oat eae бе 12.3 6.2 
of which: 

IMMEVNIN ay 5 6 AS 6 ao on 6 11.8 5.8 

Intermediate products. .... . 3:2 7.8 

Manufactured consumer goods . . 29.5 18.3 

БО ue! < Sage CUE eek 2 16.0 —3.8 


Source: National statistics. 


although larger credits were available in industrial market 
economies, repayment of earlier debts apparently influ- 
enced trade in 1971. It appears that rapid increases in 
output of machinery, chemicals and some food products 
and consumer goods favourably affected exports; the 
plan for 1971 postulated a 15-16 per cent increase in 
exports of machinery and textiles and a considerable 
increase in exports of cars. It seems likely that the policy 
of improving supplies of consumer supplies and some 
inputs may have stimulated imports while the policy of 
economizing imports of foodstuffs restrained their growth 
(see text-table below). 


German Democratic Republic: trade turnover increased 
in 1971 by 6 per cent, trade with CMEA partners and 
with the rest of the world increasing at the same rate. 
This was less than in 1970 and also less than planned. 
The original trade plan for 1971 envisaged an export 
growth by 16 per cent but unchanged imports. Owing to 
unforeseen supply bottlenecks imports in fact did grow 
somewhat in 1971 while exports increased less than 
planned (except exports to the Soviet Union which almost 
reached the 12 per cent growth target). According to west 
European trade statistics, German Democratic Republic 
exports to these countries (excluding Yugoslavia) in- 
creased by some 15 per cent in 1971 and imports by about 
2 percent: 


The trade plan for 1971 had been designed to achieve 
a substantial export surplus so as to permit repayment 
of debts, particularly to the Soviet Union and western 
Europe. For that reason imports were economized; con- 
sumption of inputs per unit of output was reduced by 
two per cent; advances in the substitution of domestic 
man-made materials for imported ones increased; stocks 
were reduced; capital formation stagnated. The trade 
plan was however not met because of low agricultural 
output for the third year in succession and because 
bottlenecks in industrial output persisted. However, as 
import growth was reduced more than export growth an 
improvement in the trade balance did take place. 


Hungary: export growth slackened somewhat in 1971 
to reach 8 per cent and import growth was reduced from 
the very high rate of 30 per cent in 1970 to 19 per cent; 
the import surplus rose from $188 million in 1970 to 
$484 million in 1971.°° Although the slow-down in trade 
was almost entirely with market economies (Hungarian 
exports to centrally planned economies increased more 
in 1971 than in 1970), the increase in the import surplus, 


and the import surplus itself, were almost equally divided 
between the two groups. 


The plan for 1971 had aimed at an improvement in the 
trade balance. There are several reasons for non-fulfil- 


3» In the fourth quarter of 1971, however, Hungary obtained a 
trade surplus of about $65 million; this may be in part seasonal but 


was nearly double that achieved in the last quarter of 1970 (Financial 
Times, 2 March 1972). 
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ment: investments in fixed assets and stocks (to a large 
extent anticipated purchases) grew faster than expected 
which, together with difficulties in food supplies in the 
first half of 1971 and strong demand pressure for raw 
materials, pushed up imports heavily, slowed down the 
growth of exports of machinery and even reduced exports 
of intermediate products. The slowing down in west 
European import demand obviously affected Hungarian 
exports adversely. Finally Hungary pursued throughout 
the year an open policy towards imports by reducing 
tariffs and discontinuing the import deposit system. 


Against these factors may be set the export success of 
the light industries, a 19 per cent increase in exports of 
manufactured consumer goods in 1971 against a 3 per 
cent growth in 1970. Thanks to modernization, State 
subsidizing of exports of light industry has been cut by 
40-50 per cent since 1968; in 1971 about a third of pro- 
duction of this industry group was exported. 


Hungary : percentage changes in exports and imports 
over the previous year 


Exports Imports 

1970-1971 1970 1971 

Ota er wee Е we ae 11 8 30 19 
of which: 

Machinery and equipment . . 14 8 40 41 

Energymatetials “. ... . . ly) 18 19 

Other intermediate products. . 19 —2 De 13 

Manufactured consumer goods 3 19 68 a 

Во" а О cece ae ee ae 10 12 30 18 


Source: National statistics and plan-fulfilment reports. 


Poland: In 1971, export growth slackened and was 
rather slower than the unchanged rate of import growth. 
There were substantial increases in imports of meat and 
tropical foodstuffs; two million tons of grain were 
imported from the Soviet Union partly to make up for 
poor grain crops in 1970. The total food and agricultural 
imports rose by a third. For total imports, the rise in 
purchases from market economies, at 16 per cent, com- 
pares with a rise of 10 per cent from centrally planned 
economies. 


The reduction in export growth was caused by the 
decline in exports of metals, ores and foodstuffs while 
faster growth was achieved in coal (largely because of 
higher prices) chemicals and light industry products. 
Polish trade in 1971 was dominated by the need to 
improve consumers’ supplies, maintain market equilib- 
rium (especially in food products), replenish grain stocks, 
maintain a high rate of modernization of industrial equip- 
ment and save on the consumption of imported inputs. 
Moreover, prices and exchange rates were somewhat 
adjusted to encourage exports of machinery and check 
the growth of imports of machinery and intermediate 
products, but tariffs in the Common Market discouraged 
agricultural exports. 


The trade deficit with centrally planned economies 
increased but was to a greater extent covered by the 


rising surplus on invisible account. The trade surplus 
with market economies was largely earned in trade with 
developing countries; the trade surplus with convertible 
currency markets was small and part of the Soviet Union’s 
$100 million credit in convertible currency was used for 
purchases in these markets. 


Poland: percentage changes in exports and imports 
over preceding year 


Exports Imports 
1970* 1971 1970* 1971 
т tous: scot eae ke 13 9 12 12 
of which: 

Machinery and equipment .. 11 11 11 10 

Fuel and other energy . м 13 72 5) 8 

Мега ао ооо ие arta 16 —6 18 4 

Cheniicals Sane seen eae 5 19 22 15 

Light industry products ... 9 18 20 5 
Food and other agricultural 

PLOCUCES meant n. eae eer 17 —4 6 Э7 


Source: National statistics and plan-fulfilment reports. 


Romania: exports continued to grow fast in 1971 while 
the growth of imports slackened drastically. An export 
surplus of $67 million emerged in 1971 as compared with 
a deficit of $109 million in 1970. Pressed by deficits in 
1969 and 1970 and maturing obligations for credit 
repayment, the Romanian authorities concentrated in 
1971 on improving the foreign balance; policy kept 
domestic demand below domestic supplies, especially in 
private consumption. The major sources of export 
expansion were machinery, chemicals and consumer 
goods, which account for half of total exports. It seems 
that the reduction in import growth was concentrated 
on the same items and also on foodstuffs; domestic output 
in these sectors increased by 14-18 per cent. Exports to 
CMEA countries increased faster than exports to market 
economies, but imports from the market economies prob- 
ably increased somewhat faster than imports from CMEA. 
However, the trade balance improved with both groups 
of countries. 


Soviet Union: trade growth slackened significantly 
between 1970 and 1971, in particular for imports which 
had increased by as much as 14 per cent in 1970. The 
slowing down was more accentuated in trade with market 
economies (growth in trade turnover reduced from 11 per 
cent in 1970 to 0.5 per cent in 1971) than in trade with 
CMEA partners (from 10 per cent to 7 per cent). Partly 
for balance-of-payments reasons, Soviet imports from 
western Europe were reduced in 1971 even though 
exports increased fast (partly owing to higher petroleum 
prices). A 12 per cent increase in exports of machinery to 
CMEA countries (based on 9 months’ trade returns) 
helped to maintain the Soviet Union’s intra-regional 
trade. However, Soviet imports from all developed 
market economies increased by 2.4 per cent, but, since 
turnover with these countries rose by 8.3 per cent, exports 
must have risen by even more. 
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Output of selected industrial products in eastern Europe and the Soviet Union 
1968 to 1971 and plans for 1972 and 1975 


1971 


Product and country 1968 1969 1970 a= р: г г 
Electric power (million kWh) 
Bulgariavawen же: 15:5 17.2 19.5 #6 21.0 te 30 
Czechoslovakiae и. ее 41.6 43.1 45.2 Ae 47.2 ее 63 
German Democratic Republic . . 63.2 65.5 67.7 Ee 69.3 72.6 ie 
Hun garya и. 13.2 14.1 14.5 ie 15.0 bs ae 
оо ete sr is Sn 55.9 60.1 64.5 70.0 69.9 75.7 96 
ROMANIA ME one cet nner ACERS ais 27.8 S15 351 39.0 39.4 44.0 60 
Sonate Ша 5 Sa 0 on 6 6 8 638.7 689.1 740.4 790 800 850.0 1 065 
И ФЗ 5 5 6 0 6 6 6 12.2 1229 (Se 18.3 18.5 20.1 
тама вон ее. nes 116.2 128.2 138 149.8 150 уе 
НОЕ о Bs 855.5 920.6 986.9 1062 
Coal® (million tons) 
Виана ель 28.7 29.0 29.3 ое 27.0 se i 
@zechoslovakiale arama: 100.4 105.9 109.5 ae 112.8 Sa 116 
German Democratic Republic . . 248.9 255.9 260.6 Ls 259.1 248.7 ve 
ЕО gs eee ey nce yo ee 22 26.5 27.8 я 27.4 ое 26.6 
Ро о 155.5 165.9 172.8 178.1 180.0 у Pcs 
Корара ее 14.8 17.0 20.5 rc IB AY 
SOME! WO. расочооса 552.3 563.4 577.4 585 594 
О ОЗ И 55 въ ов ат 
(бам У ао ооообс 200.4 204.4 207.1 207.5 209 
Не К ое р 1 127.8 1 163.7 1 198.0 Me 1223.3 
Petroleum (million tons) 
Buloaridereaee 6 ae ee. es 0.48 0.33 0.33 ae 0.30 
G@zechoslovaktalyue mmr ee 0.21 0.21 0.20 ee oN if a 
German Democratic Republic . . — —- — — — — — 
о Gea es ee 1.81 7 1.94 a 1.96 St 2.0 
Ро mee cme acs Sane te. 0.48 0.44 0.42 0.41 р ae “ie 
Romaniagg a seein tr oh ets Be 13229 13225 13.38 13.70 13.76 14.10 14.3 
SOMA WOR 5 оо 6 5 6 9 © 6 6 307.45 326.01 348.79 se 372.0 395 496.0 
Byelorussian в. 170 216 4.23 sth 5.3 я 
Wkrainianiss в ne 12.10 1335 13.91 me 14.3 
А о В ee 323.72 341.99 365.06 
Natural gas (billion пп) 
О м о ease 0.51 0.53 0.47 
(СО ЗЕ, д Go 9 6 6 ao в 1.11 1.18 1.14 or ate oe 
German Democratic Republic . . —- — — — == == 
HuUngarya, eee Se eee ee 2.69 3.24 3.47 ae ЗИ te 553 
Poland) s0 ats. ee eee 2.56 3.90 5.20 5.70 5.4* 5.8 11.0 
ROUTAN ware nee eee ee ee 210 231 23.9 on 26.4 
SONA OMMON 6 o a Bon 6 a 6 c 157.60 168.80 184.48 196 197 213 a 
Byelorussian SSR)... . =. —= == == == = a Ee 
Ukrainian SSRya бооюноб 50.9 55.4 60.9 64.1 64.7 
Ota т oon eee see: 185.5 200.5 218.8 
Pig-iron (million tons) 
Bulganiae ane hap. р 1.08 1.10 1.20 ый 1.31 ae ee 
Czechoslovakiaien в 6.92 7.01 USS ay 7.96 ae 8.8 
German Democratic Republic . . 2.53 2.10 199 1.99 
И о о о 1.66 1.75 1.82 1.97 
IPOlam aay м a cae oles. ceen 6.84 7.03 730 о 7.50 
Кота ом 3.01 3.49 4.21 oe 4.811 
ИЕ UNO и 296 шов 78.79 81.63 85.93 89.3 
Byelorussian SSR... ae: es ee ке 7 a 
тама в ee see eee 38.6 39.34 41.41 41.9 42.0 


Total 
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Product and country 1968 1969 1970 р 1972 1975 
Plan Actual plan plan 
Crude steel (million tons) 
Bulgaria. . о 1.46 $52 1.80 1.94 a 
CZechoslovakiaaa aaa 10.55 10.80 11.48 12.06 14.0 
German Democratic Republic 4.70 4.82 5.05 Sos 
Un CATV amen, ee eee ine 2.90 3.03 В a Sr lig) 
Poland ae Be 
ODO A es 11.01 11.29 11.79 12.6 12.74 1352 14.7 
Romania Pate Во № м 4.75 5.54 6.52 6.69 6.82 7.37 9.6 
Soviet Union Я nic ee ee ran 106.54 110.33 115.89 120 121 126 146.0 
ByelorussianiSSR) 6.45 6 2. at 0.19 0.20 oe + 
aU krainianiSSRe- aeons eee 44.20 45.90 46.60 47.20 47.40 
с а eve 141.91 147.33 155.64 163.04 
Finished roll steel (million tons) 
Bulgaria . . Ran 1.03 pa 1.42 eas 2.8 
Czechoslovakiaem ее. UM 7.48 7.93 8.31 Dell 
German Democratic Republic 3.16 3.58 3.97 : 5.34 ns 
AUN SARV Eee a ee tee 1.98 2.01 2.04 ae 2.06 226 
Poland с Se eel ke ИС 1/5333) 7.66 8.14 8.6 912. 10.0 
Вораиа My 0 ee ek te 3.39 3.82 4.50 4.73! xe 
И ео ооо о ee ws ss 74.08 76.27 80.65 80.4 103.0 
BYelOnussianiSSK seen. fs 6. о 0.61 0.60 AG 
Wktamianiss Ramee een 2 В 32.10 32.67 33.4 
9091, ¢ Sete ро a et а 98.48 102.03 108.64 
Mineral fertilizers (thousand tons)» 
striae 5 о а 411 404 434 452 
Соепочоуана canna ess 541 627 709 732 
German Democratic Republic 3 029 31137 3.239 3 301 
Hungary Sao gee ee 401 470 518 a ete 
ао а о Ве 12311 1 469 1 629 1910 1 786 ae Fr 
А ее 3 ва 603 720 895 1 144 1082 1 433 2 700 
SOVictWiNOimer Emr. 5. 1s 4 -s 10 221 10 730 13 099 14 400 14 700 
Byelorussian SSR... =... - 0.94 1.13 1.45 1.6 1.6 
Ukrainian SSR . 2.2] 2.33 2.50 2.80 2.60 
ОЕ: о. 16 428 17557 20 523 
Sulphuric acid (thousand tons) 
‘ie ITED Goo) GC eee 472 498 502 514 
Czechoslovakia. 4.2.5 ..) = 977 1 034 1110 1 165 
German Democratic Republic 1078 1 104 1 099 1098 
FUN GAG в ие 459 467 471 468 
Poland 1 314 1516 1 901 ББ 
Кора но 773 838 994 1054! 
зом ее 10 159 10 665 12 059 ТТ 
Byelorussian SSR . 271 359 638 tc 
ЕЕ OS Зо хо ю оо бе 1910 1963 21223 2700 2 674 
о . 15 232 16 122 18 136 19 328 
Caustic soda (thousand tons) 
IBULSAniag meas) a so) = 41.3 49.0 48.0 50.1 
Czechoslovakia. ...... 179 179 189 
German Democratic Republic 405 394 413 .. 
lmhitpehay п бой ЮО 45.5 49.3 62.6 67.2 
Poland 307 324 326 330.5 
ROMANiAmasmey eyo ace sl 275 312 330 3431 
SoOvictsWniOnwmes ware 9 о ое 1525 1 668 1 783 1 865 
Byelorussian SSR . ame — = = az ae = в 
О о обо бо 201 230 237 241 
Total 2 7171.8 2975.3 3151.6 
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Output of selected industrial products in eastern Europe and the Soviet Union 
1968 to 1971 and plans for 1972 and 1975 


1971 


Product and country 1968 1969 1970 a rea Е 7 : ae 
Plastic and resins (thousand tons) 
Е оо use co ter a 58.7 74.4 89.2 = 103 oe 152 
Czechoslovakian a rena 203 213 245 a 265 ое 500 
German Democratic Republic . . 306 328 370 a та a 
ELUNS ary eee ее eect ae 38.5 39.5 54.9 ae 82.3 ie т 
РО и. eee 192 231 257 и 243 289 522 
и их 130 137 206 250 251 275 540 
Sow Пе 6 о o 5 6 on 8 1162 13d 1 481 1 594 1 650 1 765 bh 
ByelorussianisSR. 22. . 
WIREMNBIN ISSIR 6 55 o 6 oo 6 Ks 58 ate 
ох. и ПЕ 2090 2334 2703 
Synthetic and artificial fibres 
(thousand tons) 
Bulogariavamea cons hous awe ake Ball 10.5 23-1 a: 28.3 ae TZ. 
(CHEMICON CNAISA сво 0 5 6 0 0 6 88.5 94.3 99.5 ae 108 
German Democratic Republic . . 196.6 203.8 214.8 ae ve 
LUN SAL ee eae oe eee ae 9.4 9.6 9.6 ae 9:9 oF an 
ВОО о. 124.0 130.5 138.1 150.0 Ses 157.0 232 
ROMANIA ae Сео оО 53.5 56.4 76.6 93.0 95.4 99.5 165 
Sows Wim, 5 oo 6 6 nu o oe 554 584 623 672 676 746 1 065 
Byelorussian SSR....... 46.2 54.8 65 ват 85 103 
Wkraintantos 5 о ie 58.7 62.4 65 75 7 
Ota ea cots Ome ма аа 1029 1089 1 185 
Cement (million tons) 
Bul earidec erp te thats soe es 85 3.6 Sal! ee 3.9 oe 6.0 
Czechoslovakia ee ne 6.5 6.7 7.4 >в 8.0 Rs 9.9 
German Democratic Republic . . 7.5 7.4 5.0 ве 8.5 8.9 ры 
А Segoe £6 Sobek nm Bee 2.8 2.6 2.8 oe 27 Pes 5.0 
Roland armen О tree 11.6 11.8 en 13.2 ila! 1327 ЕЛ 
ЕЕ 5 5 о Goede веб в 7.0 Ths) 8.1 8.5 8.5 9.7 16.0 
SOME! WMG о 5 eo 2 eo 4 6 6 87.5 89.7 95.2 99 100.3 103.4 125.0 
Byelorussian'SSR. 5. 5 0... 1.9 1.9 1.9 1.9 1.9 1.9 
3 ооо воюобб 157 16.9 17.3 16.8 17.8 
BL Ota Siren ull cess a en и. 126.5 129.3 137.4 145.0 
Paper (thousand tons) 
Bulsatia wee wee seks nea 187 192 200 Sie 215 
(C@zechoslovakiavw eee ane 600 597 606 
German Democratic Republic . . 689 704 720 a 
PMN gary ae ner eee cer 216 208 219 igs 228! 
Roland ean eer caer Gees 681 701 Aine. 857 839 
IROMEIVED 5 6 6 & om wo o 5 oo 380 398 431 о 449! а: sits 
SOME UWI 5 о 4 6 no ao 6 8 6 3 955 4 046 4 185 4 362 4 400 4556 5 560 
ByelorussianSSR.... . 98 100 103 128 122 125 
WkrainianiSSRas ae eee 181 186.5 187.4 190.9 193 
otal eae eee eee 6 708 6 846 7133 
Metal cutting machine tools 
(thousands) 
Е о о ор оо обои 157) 12.8 13.9 14.4 
@zechoslovakia. . ....... 34.1 34.9 35.2 54 
German Democratic Republic . . 23.5 22.4 22.2 
ИА по о Boe yA oR ke 16.5 14.6 14.3 as ve 
Polat de eyes а bah ee 29.0 29.9 29.7 38 33.0 35 2 
Romania, 5 5 > 4 - eek 11.7 13.6 141 2: 35:2 
Soviet О i... 0. 2 200.6 205.3 202.3 5 205 240 
ByelorussianSSR......., 26.8 26.4 26.4 26 28.5 р 
ОКгайцап $38.00 28.8 29.1 29.6 30.9 
а Peano 326.6 933.5 331.7 й 


Appendix 101 


APPENDIX (continued) 


Output of selected industrial products in eastern Europe and the Soviet Union 
1968 to 1971 and plans for 1972 and 1975 


р ИЕ ee es Bae TOE OEE ee we 


Product and country 1968 1969 1970 1971 1972 1975 
Plan Actual plan plan 
Tractors (thousands) 
Bulgaria . . о 3.0 3.8 $5 те 4.7 
Соесвозоуана ae, Sereno 24.4 18.6 18.5 21.8 
German Democratic Republic 14.2 15.5 16.4 ie 14.9 
ELUM SAL Vga о teh te ee 2.8 Dal 1.8 sss 1.6 
Poland or Ga aR toa eee pe 29.9 36.7 39.5 к 41.2* 45.0 ic 
Romania о. PAL pe 24.9 29.3 S255) 30.4 32.0 37 
HOvictsUNion Mm. wae a eee 409.1 425.9 442.2 453 455 461 
ByclorussianysSRea es a. 79.1 79.5 80.3 80.5 81 81 
Тана о В ese 138.7 141.8 147.5 за 149 
Е о р 504.6 527.5 651.7 oS 569.6 
Electric and diesel locomotives (units) с 
Bulgarian wens acon a Motor sarc — == = == ВР = = 
(Ocoee) nb go 4 o Bo 436 547 500 
German Democratic Republic 594 499 633 
ЗЕ SAT Va edict Meets, cn sls" 63 76 Sy a a 
PolandM ne toate 6 6 ae as 388 438 426 383 380 oe Se 
ЕО oats ое 167 214 265 270 266 277 305 
Боев... 1805 1760 1808 1826 
ByelonissianisSRie ее... 8 ee a ae i 
аи о ооо os 5 1 420 1 374 1 390 A 1 390 
OCA eae care 6 xe ee 3 453 3 534 3 684 
Railway freight wagons (thousands) 
НТН о о ete а 55 1.76 1.99 we 2.02 
@zechoslovakiawyas <6 6 «8s 3 4.32 4.29 4.35 
German Democratic Republic . . 5.49 5:19 5.71 es на 
и ро оо oe 8 3 0.45 0.32 0.50 er 0.32 3 
ЕО ооо a as es Gt Se 12.63 13.97 15.47 16.3 16.4* 16.8 
ПИТ ско бое 827 10.41 11.16 Be ie 
Боевое нее 48.06 50.24 58.28 ae 63.7 
Byelorussian SSR: ..... =. а ie is „*, 
канат и ae a) fe 6) 22.6 24.3 29.6 
ED Gtale о ees 80.77 86.18 97.46 
Motor lorries (thousands) 
а apts onli к eee: 1.9 3.5 DES: aN ses a 7 
СОА ЗЕ о ns, eh cous 22.6 23.6 24.5 x 25.1 м 37 
German Democratic Republic . . 23.6 25.5 24.2 ое Be 
ЕО, пов 4.2 3.9 B22 ae 3.4! 
Е! ооо ео 35.1 40.7 40.0 (45.7) (45.9) ae 
RR OMIATIA Ee сое 25.5 30.5 35.0 35.9 9512 35.0 
ВОО 478.1 504.5 524.5 560 564.3 oe 
Byelorussian'SSR. ...... 28.0 29.4 29.8 30.6 30.9 SWS! 
WkramianiSSR . 6 2. = « - 25.3 27.4 28.8 ae 30.8 sr 
о. я 591.0 632.0 653.9 
Passenger motor-cars (thousands) 
Виана ово 3.9 7.2 7.8 ai cae ve as 
Cees г 125.5 132.4 142.9 г 149.0 а 167 
German Democratic Republic . . 114.6 120.9 126.6 133 134 a 
sees ; ; ; : ; ee 40.4 50.2 67.9 86.0 85.2 89.9 135 
арта п о: (5.1) 12.7 16.3 20.5 20.5 27.5 53 
И ОО а о о 6 6 a оо 280.3 293.6 344.2 513 529 728 1 260 
Byelorussian SSRo =a se a Be ae a oe a г: 
О ЕЕ Зо шоб обо 77.8 78.8 86.9 re 91.5 


ОЕ бое оса бо 569.8 617.0 705.7 
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Output of selected industrial products in eastern Europe and the Soviet Union 


APPENDIX (continued) 


1968 to 1971 and plans for 1972 and 1975 


1971 


Product and country 1968 1969 1970 a en ee ve 
Television sets (thousands) 
Ех © бо or ty an bs 153 174 193 158 
Соеспооуака ее ее. 350 382 383 se 352. 
German Democratic Republic 400 357 380 394 415 a6 
ПЕ во 2 co o 5 wom o Bo 339 345 364 re 371 415 
Ро ть 560 600 616 650 631 a 1 000 
ROMANIA mE wenn ом 161 РР 280 305 300 300 525 
SovietsU niOn о ооо 5 742 6 595 6 682 са. 5 800 
ОЕ Со ро оон 424.8 544.0 634.8 525 
ЕЕ, SSR 6 оо 6 6 po 6 1 274.6 1 731.4 1 981 1 903 
о р а оо аи 7 705 8 674 8 898 8 029 
Radio sets (thousands) 
Во оао 139 160 145 148 
(СИЗО ОЕ 6 5 6 о оошоб 352 330 416 ть 385 в 
German Democratic Republic 815 766 807 980 973 1114 
а РИА забот ео 253 234 206 ar 215 
О-о ee о areas See 787 892 987 965 892 oe a, 
Кота cata ae s chose 388 428 455 482 484 520 680 
о Winey, 5 6 o 6 a n BO 6 6 978 7 266 7 815 8 814 ca. 8 800 
Byelorussianess Raa ene 567.1 510.4 423.6 618.7 
оао оновов 676.8 633.2 673 719 
ео о fous es 9712 10 076 10 831 
Domestic refrigerators (thousands) 
Вира а со 91 119 134 142 
(СЗО ОМ Е о оо ововвбс 301 269 300 an 314 = 
German Democratic Republic . . Bt 366 380 414 412 457 
EUn any aera te etek ce 154 214 242 278 Se. 
Rolandiee sete ete о ee 388 400 444 О 492 7. 780 
ПОЕТ У по ооо 148 147 135 209 192 250 290 
SOME Пе 6 6 6 особое 3155 3 701 4 140 4 568 са. 4 600 Е! 
ByelorussianiSSRe. ee aoe 1231 150. 216.5 211.2 
(OM seninennviSR 5 5 6 6 o 6 4 « 428.5 456. 482 500 
Е к 4 614 5 216 57/15 6 430 
Domestic washing machines 
(thousands) 
Вора а 5 a bono Aa ome 184 141 56 57 
Соесвозоуакиа ae 221 259 290 309 
German Democratic Republic .. 293 275 254 279 
ISRO? бо 6 5 6 > 6 o po 6 167 158 165 162 
Roland ta. cha)e eee ir: oe 470 486 423 331* 
Вотан em een re renee 101 124 131 ate 
SOV UNION ee eee ee 4 700 5 153 5 243 са. 4 100 
BYGloLussiamsSSRe sine ene в a “= 333 
Ukrainian 5 оо бобов 439.7 512% 498 351 
О в vy ene tha 6 136 6 596 6 562 
Bicycles (thousands) 
Bulgarian cos sie eek oe ee 25 31 27 
@zechoslovakia’). 52.1.5... 469 465 472 
German Democratic Republic 374 394 417 
ВИА 5 55 6 4 n 5 po oe WS 180 187 и 
ВоВе и, 728 765 769 857* 
ПОЕМ мо Gedo oS wo 0 & 190 211 201 se 
Soviet оо о о ово 4 045 4 095 4 147 са. 4 200 
ByelorussianisSR ee 492 507 520 Sei 
UkrainianSSR........, 941 961 950 990 
otal ne. clea eee oe 6 004 6 141 6 220 
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1968 to 1971 and plans for 1972 and 1975 
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Product and cauniry 1968 1969 1970 ее 1972 1975 
Plan Actual plan plan 
Cotton fabrics (million тп?) 
Bul eariaCaer wean; deer, ce wie 319 335 318 Bib 
Czechoslovakiavanes een ee 492 487 S17 326 
German Democratic Republic 4 250 257 248 У = 
пра eee и 330 311 304 ой 306 ey 370 
Polande ое 835 846 881 896 906 913 957 
Romania о А ом 377 410 437 487! 
ОМОН ШО, бо аровак 6 116 6 208 6 152 У 6 397 
EMERGE MSR 5 6 6 a6 ¢ 57.0 1283 89.3 100 101.6 
(WikrainianSS Rae ne 22503 234.1 238 246 
Е eee era ФА 8 719 8 834 8 857 
Woollen fabrics (million m?) 
Виана tes ea бо. 32.3 36.3 87.2 38.8 
G@zechoslovakiatneram:. ue) ee 76.9 80.9 84.5 
German Democratic Repubiic : 34.9 34.6 35.4 ois 
А о, бес о о я 37.8 32.9 36.7 an 38.2е a ор 
ое мое ОА ee 94.5 99.0 99.0 99.0 98.6 100.4 118 
аа ее 47.8 filial 58.3 64.51 
оо en ues бью 585 618 643 675 
ВУЗа SS Len men cee oe S35 39:2 34.1 36 
ок а о ое ва 44.2 59.4 66.3 69.7 
IOtaee eres ae che tee 909.2 952.8 994.1 
Leather footwear (million pairs) 
О aes. Stree 19a 18.4 1723 15.9 
Czechoslovakia ча ое. 95.2 98.7 103 ae re 
German Democratic Republic ; 66.3 68.9 73.8 73.0 ТЫ т 
Тори © В о в 32.8 32.9 36.0 ae 37.6 oe 52 
ВО а, 63.2 68.5 68.3 71.6 79.3 78.1 
а ее ни 48.9 50.2 52.0 a 56.5! г 
ов ооо ов 598 636 676 708 679 830 
Byelorussian 55В...... . 34.2 35.6 ЭЙ. ae 38.9 
UkrainianysSRe = 2.2. 3: 121.6 134.0 145.8 155 154 
Ota Meee se, a ee, 923.5 973.6 1 026.4 
Meat (thousand tons)?4 
с ох о с fh. abe ae 267 259 253 276 
G@zechoslovakiaye ен ное 667 650 И 
German Democratic Republic ; 1010 1 041 1 066 ae 
TUS ATY kot vsuus) a), evenness 391 382 399 icf a a! 550 
Poland , et, Mark 1 296 1 362 eS) 1 296 1 402 1 486 1 622 
Romania ; 486 463 471 463 646 
Soviet Union. ... . 6 109 5 988 6 572 ca. 7 540 
Byelorussian SSR. . 35253 379.5 405 449 
Ukrainian SSR. . 1 419 1 411 1 565 1 680 ca. 1 800 
Ota ere ее, 10 226 10 145 10 785 
Butter (thousand tons)® 
Ва ое Вы. 14.4 14.1 14.2 
Czechoslovakia. . an ПО 86.9 87.0 86.9 92.0 
German Democratic Republic 5 220 PINS) 216 A 
HuUngarye oe 4. ee see 21.4 21.4 20.2 га Е 
ЕО eo ооо eeepc 124 118 127 130 128 
Romania 2) 5 = - м 28.6 30.8 30.7 29.3! 
Soviet Фор. ne een es rake 1 044 954 963 га 1 022 
Byelorussian SSR......- 62.4 60.3 62.4 66 64.6 
Ukrainian SSR . POs 249.1 245.5 245.2 260 266 
1 540.0 1 440.6 1 457.9 
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Output of selected industrial products in eastern Europe and the Soviet Union 
1968 to 1971 and plans for 1972 and 1975 


1970 
Product and country 1968 1969 1970 —————— ee 1972 1975 


Sugar (thousand tons) 


iBulcariawe eee ee. nee 288 316 371 в 356 
@zechoslovakiamiecn cnn 911 864 875 ae 
German Democratic Republic . . 555 517 540 ai > a os 
Hungary о ss м 399 416 280 xe 241 5% 436 
Ролан lhe se sake et 1 665 1551 1 388 ee 1 585 1 630 5 
Romania мл 384 428 377 549 484 470 610 
Soviet Unionenm т: ee care 10 766 10 348 10 221 .5 са. 9 000 ae 13 670 
Byeclorussianiss Rasen ene. 145.5 166.8 180.5 Bc 201 
WkrainiantsS Ream neem 5 360 6 420 5 973 we ca. 5 500 
а... 14 968 14 441 14 052 
Vegetable oils (thousand tons) 
Во ааа tet eg we о 133 149 160.6 Pr 145.9 
Gzechoslovakiauemeary mein (nr 96.2 94.8 87.5 F 
German Democratic Republic . . 127 126 133 Е bi 
Hungaty я оо 50.9 67.4 56.3 at 55.61 
Poland ме. 180 189 213 e и: Ee 
Romantiay wa ее eee 268 291 274 289 308 296 
Somes ОИ о а 5 boo o 08 3 145 2 979 2 784 Pic ca. 2 900 
Byelorussian С о о бобов 23.4 2.3 22] р ake 
а Е О 5 5 4 6 6 a oe 1 006.1 938.8 1 071.3 3 са. 1 000 
О а were are ade 4 000.1 3 896.2 3 708.4 
Fish catch (thousand tons) 
ВО аа о оное о 54.8 11.2 84.0 Ac 7 fa 
@zechoslovakialnes ей: nA ws ine 
German Democratic Republic . . 290.8 296.4 306.1 
Hungary’ Seed соски. ae an =e st or 
Poland и cece, oe eee tos 365 387 431 473 474 
IROManiapeees ес ei ne we Ac ae 
SOMME Фо в 6 6 6 o 8 Go 6 6 784 7091 7 900 
BME ОЕ, 5 5 6 9 6 o 8.2 6.2 Me 
ЕЕ 9 5 ооо 648.5 678.4 891.1 
ет. 
ВЕ а сек ме оные сы Еее ПРАВЕЕ ИИ 
Sources: CMEA, Statistical Yearbook 1971; national statistics, plans and plan с Excluding narrow gauge. 


fulfilment reports, and direct communication from Governments. 


Note.—Figures for the Byelorussian SSR and the Ukrainian SSR may not i 
be entirely comparable with those for the Soviet Union as a whole. Е: м 


а Hard coal, brown coal and lignite. es 
> All mineral fertilizers, in terms of pure content. 


4 Industrial production only. 


CHAPTER 3 


THE ECONOMIC PLANS OF EASTERN EUROPE 
AND THE SOVIET UNION, 1971-1975 


1. MAIN POLICY OBJECTIVES 


In 1971, in almost all countries of eastern Europe, 
medium-term plans for the period 1971-1975 have been 
adopted, or at least Directives for the elaboration of such 
plans have been published. All of the plans are intro- 
duced by statements of the main or basic tasks of eco- 
nomic and social development for the plan period. This 
is to be understood as an interrelated set of objectives, 
means, and instruments, each of which by itself has very 
likely been incorporated in previous plans. It is, there- 
fore, the different emphasis given to specific objectives 
rather than the novelty of the task itself which distin- 
guishes a plan from its predecessors. 


In most of the new plans principal emphasis has been 
given to the continuous and—as stressed in the plan of 
the Soviet Union—substantial increase in the material 
and cultural standards of living of the entire population. 
In previous plans improvements in living standards were 
also of course among the declared objectives. But there 
now seems to be much greater awareness that this has 
now become an urgent priority objective which cannot 
be postponed, and to which considerably more energy 
and resources have to be devoted than before. 


The prominence of this objective is underlined in 
several plans (especially in the Soviet Union, Bulgaria, 
German Democratic Republic, Poland and Romania) 
by the inclusion of a set of measures constituting a 
broad social programme embracing many aspects of 
work, family, housing, education, health and old age. 
Also the main macro-economic proportions embodied 
in the plans reveal—albeit to a varying degree in indi- 
vidual countries—a planned redistribution of resources 
and the continuation of structural changes which should 
benefit the consumer directly or indirectly. As will be 
shown below in quantitative terms, these shifts in pro- 
portions are related to the increase of the share of con- 
sumption in the domestically distributed national income, 
to the faster growth of output of consumer goods than 
of producer goods in industry, to a redistribution of fixed 
capital formation in favour of consumer-goods indus- 
tries, housing and services, to the channelling of man- 
power resources to a greater extent to the non-material 
sectors and to an acceleration of financial outlays for 
social consumption. 


Fast and sustained rates of economic growth are 
required to produce the resources for the planned in- 
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creases of the standard of living and to increase the 
relative weight of priority objectives without having to 
decrease the absolute level of other less favoured sectors 
or areas. This faster growth is to be achieved by a more 
intensive use of factors of production since the scope for 
a more extensive pattern of growth is now either largely 
exhausted or very limited. Therefore, planned additions 
to the labour force in most countries (with the exception 
of Poland and Romania) are much more modest than in 
previous years, while fixed capital formation is generally 
to grow more slowly than in previous plan periods. 
Consequently the criterion of increased efficiency is 
included in all national plans as one of the principal 
means of achieving steady and fast growth. In other 
words, the aim is to increase final output per unit of 
labour, as well as in relation to material and financial 
inputs. Higher labour productivity and the more effective 
use of production capacities, energy and materials 
should lead to a reduction of unit costs. Other sources 
of higher productivity are the acceleration of changes in 
the structure of production in favour of branches, sub- 
branches and projects which yield high returns in a 
short time or contribute to the proportional development 
of the entire economy and emphasis is laid on increased 
concentration and specialization in industry, agriculture 
and construction. 


A basic means for increasing the efficiency of the econ- 
omy is the acceleration of scientific and technical prog- 
ress. This is to be achieved through the formulation of a 
uniform State technological policy, which will con- 
centrate financial resources and research capacities for 
the development of those branches and sub-branches 
which have the greatest influence on over-all technical 
progress, and which will lead to the development of new 
machines and equipment, of new materials and improved 
production processes. In some countries organizational 
measures are envisaged which should lead to the estab- 
lishment of science-production complexes by merging 
research establishments and enterprises. In some of the 
plan documents the need for protecting the natural 
environment from the side effects of further advances in 
science and technology has been stressed. 


All countries attach great importance to the develop- 
ment of external economic relations and especially to the 
continuous development of economic integration among 
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the member countries of the CMEA.! This should cover 
not only the intensification of mutual trade but also plan 
co-ordination, industrial co-operation, ап@ scientific 
research and development. For most of the smaller 
socialist countries, closer economic integration should 
ensure, on a long-term basis, supplies of fuels, energy, 


1 Cf. Comprehensive Programme for the further intensification and 
improvement of co-operation and the development of socialist eco- 
nomic integration by the CMEA member countries, adopted at the 
Council’s Twenty-fifth session in August 1971, CMEA Secretariat, 
Moscow 1971. A fuller assessment of the impact of the “Ргоргатте”” 
on the Five-year Plans of the member countries would warrant a 
separate study. A first appraisal including also a quantitative assess- 
ment of the medium-term plans for 1971-1975 on trade prospects 
and policies has been given in an earlier secretariat study. Economic 
Bulletin for Europe, vol. 23, No. 2, pp. 26-30. 
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and raw materials from the Soviet Union, and should at 
the same time enable them to achieve economies of scale 
through concentration and specialization on selected pro- 
duction programmes to be developed for the entire com 
munity of CMEA member states. 
Further improvement of the system of planning, mana- 
gement, and organization is also considered to be an 
instrument for increasing economic efficiency. 


In addition to these common features of the main 
objectives, individual countries also stress other policy 
aims which take into account specific issues connected 
with the country’s stage of development, its size and 
endowment of natural and economic resources, and with 
economic and social problems which arose in the pre- 
ceding plan period. 


2. GENERAL MACRO-ECONOMIC FEATURES 


(i) Planned growth 


For all countries the most general target is still a high 
and sustained growth of aggregate output (net material 
product) which indicates the increased resources which 
will be at the disposal of the economy in 1975. The 
volume of national income produced, for all countries 
of the area combined, is to increase by 40 per cent 
between 1970 and 1975; for the Soviet Union alone the 
increase is 41 per cent and for the other countries com- 
bined, 39 per cent. 


In comparison with actual performance in the preceding 
plan period, national income is planned to grow at a 
reduced rate in the Soviet Union, and at a slightly 
accelerated rate in the other countries combined. Because 
of the great weight of the Soviet economy, the outcome 
for the total area is a somewhat slower growth of national 
income than in the preceding five years. Planned rates of 
growth indicate an acceleration of output expansion in 
Albania, Poland, and even more in Romania. In Bulgaria 
and the German Democratic Republic a slight slowing 
down of growth is envisaged, while in Hungary, and even 
more in Czechoslovakia, a more substantial deceleration 
is planned. 


In comparison with the preceding five-year plans, the 
planned aggregate growth rates to 1975 are higher—both 
for the total area and especially for eastern Europe alone 
(excluding the Soviet Union). This holds also for most of 
the individual countries, with the exception of the Ger- 
man Democratic Republic where the current medium- 
term growth targets are somewhat lower than those in 
the preceding plan period. 


The growth targets of national income to 1975 are also 
well below the long-term trends of the past two decades 2 
in the German Democratic Republic, the Soviet Union, 
Bulgaria and Czechoslovakia (in this order), but are in 
line with past trends in Hungary and Poland. Romania 
plans for a substantial acceleration of growth in com- 
parison with the long-term growth experience since 1950. 
In comparison with the 1960s, which are more relevant 
for current growth prospects, the current five-year plans 
provide for an identical rate of growth in the Soviet 
Union, and for an acceleration in all of the other coun- 
tries of the area. 


There are considerable differences between the planned 
growth rates of the individual countries; these reflect 
differences both in growth potential and in the emphasis 
given by national planners to over-all growth compared 
with other plan preferences. The variation in growth 
targets between countries in the current five-year plans 15 
considerably bigger than in actual or planned growth 
rates in the preceding plan period. The inverse associa- 
tion between the level of economic development (as 
measured by per capita NMP or GNP) and the over-all 


2 In this study only original national data have been used. They 
may, therefore, differ from data published in other ECE publications 
(notably in the Economic Survey of Europe in 1969, part I, chap. 2 
and in “The European economy from the 1950s to the 1970s” 
to be published shortly as part I of the Economic Survey of 
Europe in 1971) where for the sake of greater comparability 
national data were re-weighted, and estimates for GDP (SNA 
concept) instead of national income (net material product concept) 
were used. 


Growth rate of national income produced 
(Annual compound rate of growth in percentage) 


1951- 1961- 1961- : scat BABE 1971-1975 
1970 1970 1965 Plan Actual plan 
Albania . . on 50 5) са. 8 9.2 9.2-9.9 
Bulgaria . Е 9.3 ded) 6.7 8.5 8.6 8.0-8.5 
@zechoslovakia, =. 5 5 = © 6.0 4.4 Ne?) 4.1-4.4 6.8 Sjall 
German Democratic Republic Hee 4.3 3.5 (ye, Sas) 5-2 4.9 
Hungary . 5 525 4.1 3.5-3.9 6.8 5.5-6.0 
Poland 6.8 6.1 6.2 6.0 6.0 6.6-6.8 
Кома. 9.4 8.2 У. 7.0 ied 11.0-12.0 
Eastern Europe® Hol yey 4.9 Canon 6.5 са. 6.8 
Soviet Union. . ye ae 8.7 Teel 6.5 6.7-7.1 77 7.1 
Eastern Europe® and the 
Soviet Union . 8.3 6.7 6.0 ca. 6.6 7.4 Canine 
Note. — For a detailed description of the composite index, see Economic Survey of Europe т 1969, part П, р. 1. 


а Excluding Albania. 
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TABLE 2.1 


Changes in output and allocation to final use 
(Annual compound rate of growth) 


Forel 
Е Gross output tae ibn Опа и 
Industry Agriculture® Construction MEETS turnover 
Albania 
1961-1965 ..... Shall 6.8 552 ys 2 er se 
1966-1970 plan .. . са. 8 8.7 6.2-7.0 Rc 3 23 : 
1966-1970. 9.2 12.9 5.95 ae 9.2 5.4 ae) 
1971-1975 plan... 9.2-9.9 10.0-10.7 8.5-9.2 7.3-7.7 11.2-11.8 8.5-9.2 9.0 
Bulgaria 
1961-1965 +... 6.7 likey 4.3 7.4 14.2 6.7 14.6 
1966-1970 plan .. . 8.5 11.2 5.4 ов са. 11 Ss 10.5 
1966-1970 ..... 8.7 11.1 4.7 12.8 12.4 7.3 1.2 
1971-1975 plan .. . 7.7-8.5 9.2-9.9 3.2-3.7 ae 6.4 8.5 9.9-10.5 
Czechoslovakia 
19611965 че. 1.9 Sy? 0.4 2a 51 3.4 7.4 
1966-1970 plan .. . 4.1-4.4 5.6 2.8 5.6 ar 5.7 
1966-1970 ..... 6.8 6.8 9.5 7.9 5 5.5 6.9 
1971-1975 plan ... 5.1 6.0 Dep 6.7 6.2 cal.) 6.4-6.6 
German Democratic 
Republic 
196119651... 3.5 5.9¢ 1.8* pe) 7.0 2.3 6.0 
1966-1970 plan .. . Came) 6.5-7.0 2.5-2.8 са. 7 8.0-8.7 р 7.0-8.0 
1966-1970 ..... 52 6.5 1.9*(2.24) 8.2 8.7 4.6 9.9 
1971-1975 рп... 4.9 6.0 2.4 4.9 By? 4.2 St 
Hungary 
1961-1965 ..... 4.1 8.0 1.6 4.6 9.2 9:7 10.4 
1966-1970 plan .. . 3.5-3.9 5.7-6.3 2.5-2.8 4.4-5.1 са. 5.4 3.4-3.7 7.0-8.0 
1966-1970 ..... 6.8 6.2 2.8 9.5 8.5 (6.0) 9.7 
1971-1975 рав... 5.5-6.0 5.7-6.0 2.8-3.0 7.3 5.6 Sion 7.0-8.5 
Poland 
1961-1965 ..... 6.2 8.5 2.6 6.8 8.2 4.9 10.1 
1966-1970 рав... 6.0 7.6 2.4 5 6.7 4.9 5,3 
1966-1970 ..... 6.0 8.5 2.9 Ws 8.2 5.4 9.4 
1971-1975 plan... 6.7-6.8 8.2-8.5 3.43.9 a 7.3 6.6 9.4 
Romania 
1961-1965 ..... 9.1 137 3.2 2.5 14.6 5.8 10.5 
1966-1970 plan... 7.0 10.6-11.6 4.7-5.7 AD 10.3 9.2 
1966-1970 ..... Cea 11.8 4.2 10.3 10.9 6.2 12.0 
1971-1975 plan... 11.0-12.0 11.0-12.0 6.3-8.3 aE 10.4 7.6 10.0-11.5 
Soviet Union 
Тб об 6.5 8.6 2 5.54 ПЕЙ Эр Fell 
1966-1970 plan... 6.7-7.1е 8.1-8.5 са. 4.5 т 7.4 6.7 
1966-1970 ..... eh 8.5 3.9 es 7.4 7.0 8.6 
1971-1975 plan . . . 7.1 8.0 3.9 са. 7! y fe 6.8 5.9-6.2 
eee Le 
Sources; National statistics; CMEA Yearbook 1971; reports on the five-year 4 Net output. 


plans and direct communications from governments. 
* Annual percentage change within five years over the previous five years. 
> Annual percentage change between 1965-1970. 
© Commodity production. 


° Target used is the same for material income produced and distributed. 
f Excludes private individual building activity. 
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rate of growth, which has been found in earlier ECE 
Studies,® seems to reassert itself to a greater extent than 
in the recent past. While in 1966-1970, the Soviet Union, 
Czechoslovakia and Bulgaria had a faster, and Poland 
and Romania a slower rate of growth than expected in 
relation to the ranking of their respective development 
levels in 1965, in the current five-year period differences 
in growth rates are rather near the income ranking (by 
per capita NMP) of the individual countries. 


One of the consequences will be a resumption of the 
process of gradual alignment and equalization of the 
levels of economic development of the CMEA member 
countries, which in 1966-1970 made slower progress 
than before. In 1965 the per capita national income of 
the industrially most developed countries of the area 
(German Democratic Republic and Czechoslovakia) was 
almost twice as high as in the industrially least developed 
country; in 1970 it was stili around 80 per cent higher, 
but by 1975 the difference will have narrowed to 40-45 per 
cent. The coefficient of variation of the per capita NMP 
between the countries, in relation to the average for the 
whole area, which fell from 31 per cent in 1960 to 22 per 
cent in 1965, and then remained practically unchanged 
up to 1970, will fall to 13 per cent by 1975 (provided the 
plan projections of economic and population growth turn 
out to be fairly accurate).® 


Ratio of growth of gross industrial output 
to net material product over five-year periods 


1961-1965 1966-1970 1971-1975 plan 
ааа Pas. se oe eS 1.19 1.40 1.05-1.08 
В а. 1.73 1.29 1.16-1.19 
Wzechoslovakia ие... Pas 1.00 Met ig) 
German Democratic Republic 1.68 0.25 1:29 
оно оо ee is Со 1.95 ЭЛ 1.0-1.04 
Ро 5 GME cc & mec ei, 1.42 1.22-1.25 
ROMANIA: age) ео, % 1.39 1.53 1.00-1.02 
Базе вито ре ее NESS) 11,233 es 
Омер a cs ni = c 1.92 1.10 1.12 
Eastern Europe and 

Soviel Union 2. =.) - 1.38 1.14 MS) 


The relative rates of growth in the main sectors up to 
1975 show some interesting shifts in the composition of 
natural output in comparison with the preceding plan 
period (table 2.1). Not a single country plans for an 
acceleration of the growth of industrial production. The 
composite index for the total area, and for eastern Europe 
alone, indicates a slowing down compared with actual 


3 Cf. Economic Survey of Europe in 1969, part I. 

4 This policy aim has been emphasized again in the Comprehen- 
sive Programme for the further extension and improvement of co- 
operation and the development of socialist economic integration by the 
CMEA member countries, CMEA secretariat, Moscow 1971, chap. 1, 
Secta2. 

5 It is, of course, difficult to assess how far measures envisaged in 
the Comprehensive Programme contribute already in the present 
quinquennium to the gradual evening out of the levels of economic 
development. 
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performance in 1966-1970 (table 3.1). This holds even 
for those countries which plan a faster expansion of net 
material product, such as Albania, Poland and Romania. 


Moreover, the planned rates of growth of industrial 
gross output in relation to the NMP growth rate are 
declining in most countries, thus confirming the con- 
tinuation of a tendency already observed in earlier ECE 
studies.® The relationship indicates—apart from changes 
in the relation between the growth of net versus gross 
output—that the pre-eminent role of industry in generat- 
ing total national output is planned to decline relatively 
in favour of other sectors of material production. Excep- 
tions to this rule are Hungary and Czechoslovakia where 
the ratio between industrial output and NMP growth 
rates was exceptionally low in the preceding medium- 
term plan periods. 


In six of the eight countries of the area, the national 
plans expect an acceleration in the growth of agricultural 
output in relation to the preceding quinquennium; only 
in Bulgaria and Czechoslovakia is agricultural output 
planned to grow more slowly. In Czechoslovakia, the 
growth rate of the previous period was high in comparison 
with the rather poor performance of the early 1960s when 
output growth practically stagnated. In Bulgaria, how- 
ever, the planned growth of agricultural output seems to 
be modest when compared with the actual growth rates 
of the preceding five-year periods. 


Particularly high agricultural growth rates are foreseen 
in Albania and Romania, where some disappointing 
harvests in recent years influenced by accidental condi- 
tions (repeated droughts and floods) may have led 
national planners to expect much better results in the 
coming years. In Poland too a considerably faster growth 
of agricultural output has been planned. The more modest 
acceleration of output growth in the German Democratic 
Republic, Hungary, and the Soviet Union should be 
seen in relation to the slowing down of NMP growth. By 
and large, in most countries of the area, except Bulgaria 
and Czechoslovakia, the agricultural sector is planned to 
contribute more than in the past period to the growth of 
over-all national output. 


On the other hand, the national plans foresee a general 
slowing down of the growth of construction over the pre- 
ceding plan period. This is in line with the effort to give 
greater weight to modernization and reconstruction of 
existing plants in total investment outlays (see below). 
Besides, in most countries the capacity of the construc- 
tion industry was strained to the utmost in earlier years, 
which contributed to the difficulties of maintaining invest- 
ment expansion and of completing projects under con- 
struction.? Only in the Soviet Union and in Czecho- 
slovakia will the contribution of construction growth to 
NMP growth somewhat increase in the current five- 
year period. 


6 “Structural trends and prospects in the European economy” 
(Economic Survey of Europe т 1969, part 1, р. З1 and table 2.20) and 
Economic Survey of Europe т 1970, part П, р. 70. 

7 Economic Survey of Europe in 1970, part Il, chap. 2, sect. 3 (i). 
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(ii) Allocation of national income to end-uses 


In line with the main policy objectives of raising living 
standards, the share of consumption in national income 
in most countries is planned to increase. The extent to 
which such a shift can be incorporated in the plans 
depends on a number of factors. Faster or slower growth 
of the net material product in comparison with the past 
period is only one of them. Other things being equal, an 
acceleration in the growth of consumption can obviously 
be more easily planned when an acceleration of growth 
of net material product is also foreseen (cf. table 1); this 
is the case in Albania, Poland, and Romania where both 
consumption and accumulation (net fixed capital for- 
mation plus changes in stocks) are to expand faster than 
in the preceding plan period. In such conditions it is not 
even essential to change the proportions between accum- 
ulation and consumption in favour of the latter. The 
Albanian plan intends to increase the share of accumula- 
tion in national income used from 34 per cent to 37 per 
cent in the current five-year plan period, while at the same 
time speeding up the growth of consumption from 5.5 to 
9 per cent. Also in Poland and Romania an acceleration 
of consumption growth from 5.4 to 6.6 per cent and 
from 6.2 to 7.6 per cent, respectively, is compatible with 
a declining share of consumption in the final use of 
national income. 


To plan for a faster growth of consumption than in the 
past is far more difficult if the resources available do not 
allow a faster expansion of national income produced. 
Then only a strong shift from accumulation to consump- 
tion can solve the problem. The limit to such a shift is 
given by the minimum requirement for capital formation 
which is still compatible with the planned growth of net 
material product. Of the five countries which plan to 
expand national output at a slower rate than in the past 
planning period, only Bulgaria is planning an acceleration 
in the growth of consumption, from over 7 to 8.5 per 
cent. The higher rate of consumption growth has to be 
offset by a marked slowing down of the planned growth 
of accumulation and fixed capital formation. 


In the remaining four countries planned growth rates 
of consumption are less than actual growth rates in 
1966-1970 although the share of consumption in national 
income used is planned to increase. 


In this connexion a further element enters into the 
decision on the allocation to end-uses. Bulgaria had the 
advantage that national income used grew somewhat 
slower in the last planning period than national income 
produced. A decision to allow in the current planning 
period for roughly the same growth of national income 
used as of national income produced implies a smaller 
deceleration of the growth of the former than of the 
latter. 


In the Soviet Union also the planned deceleration in 
the growth of national income used is less marked than 
that of national income produced giving the possibility of 
reaching almost the same rate of consumption growth as 
in the past period without having to curtail excessively 
the growth of accumulation, and of fixed capital forma- 
tion. Nevertheless, the share of the consumption fund in 
the national income used is to increase from 74 to 74.5 per 
cent with a corresponding decrease in thesha re of accum- 
ulation. 


The problem becomes more complicated when national 
income used grew in the past faster than national income 
produced. Then, in addition to the conflicting claims of 
consumption and accumulation, the necessity to redress 
the balance of external economic relations may involve 
the need to plan a slower growth of the final use of national 
income than of net material product. This is evidently the 
case in the German.Democratic Republic and in Hungary 
(and very probably in Czechoslovakia). In such a situa- 
tion, even a marked shift of allocation in favour of 
consumption will not allow faster growth of consumption. 
In most countries, the plan intention is to keep the growth 
of national income used within the limits of the growth 
of national output. The only exception is Poland where 
the plan already provides an import surplus and there- 


Shares of consumption and accumulation in national income domestically used 


(Percentages ) 
1965 1970 1975 plan 
Consump- Accumu- Consump- Accumu- Consump- ue 
tion lation tion lation tion lation 
Вана го ое 71.6 28.4 71.7 28.3 72-74 26-28 
@zechoslovyakialae. i fe ee 90.9 9-1 73.0 27.0 : 
German Democratic Republic 80.1 1929 76.9 23.1 78 22 
ТОНИ 5 о Ao bo we oF 79.8 20.2 75.0 25.0 75-77% 23-258 
Poland Ric ae ое 1PXS) Die 71.8 28.2 71 29 
Romania 2 silat, Sal aha ee Mee 74.3 25 69.5 30.5 68—70 30-32 
К Е О ог оюшо с 74.2 25.8 74.1 25.9 74.5 25.5 
Note.—Derived from data at constant prices. в 1971-1975. » In periods of five years ending in 1965, 1970 and 1975. 
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Growth of national income domestically used, consumption, and accumulation 


(Annual percentage rates of growth) 
ree ee р eee 


German 
Democratic 
Bulgaria Czechoslovakia Republic Hungary Poland Romania Soviet Union 
9 a Е 
и me 
National income used Sec eer И hs 5.5 4% 7.4 5:4 SO) 1% is eo ТЕ 
Final consumption® ..... ЗВ 5 > She 4.6 4.2 6.0 5.6* 5 LHS) 6:2 87.0 7.0 6.8 
of which: 
Personal consumption 6.7 af 5.5 4.4 4.1 5.9 5.4 4.9 6.7 hs me 
Accumulation® ......., ORS м 13.8 8.7 3% 12.0 4.9* Os) У Tess (es) 
of which: 
Net fixed capital formation 8.0 14.2 5.9 She), 1/49 


. Моте. — Secretariat estimates are based on indirect ог partial information 
given in the plans. 


в Final consumption (consumption fund) is the consumption of material 


fore a faster growth of national income used than pro- 
duced. 


The limits imposed by a greater share of consumption 
in total income on the volume of accumulation will not be 
felt to the same extent in the curtailment of the growth of 
fixed capital formation. The national planners evidently 
hope to achieve the necessary savings by slowing down 
the increase in stocks which in some countries tied up an 
important and growing share of the accumulation fund 
in the past. Again, Poland seems to be the exception with 
total accumulation expected to grow at a slightly faster 
rate than net fixed capital formation. However, in some 
official statements a slowing down of stockbuilding has 


goods by the population (directly purchased) and of material inputs by institu- 
tions of the non-material sphere. 


> Accumulation is net fixed capital formation and changes in stocks. 


been declared as one of the plan objectives,’ which may 
mean that a planned increase in animal herds may 
account for the faster planned growth of total accumula- 
tion than of net fixed capital formation. Though changes 
in the final utilization of the national income reflect one 
of the most important strategic plan options, the pub- 
lished data are far from complete and definite. They 
suggest a large measure of flexibility and openness to 
subsequent adaptation of the proportions according to 
actual plan fulfilment. 


8 Stocks in Polish industry are to increase by 37 per cent com- 
pared with the growth of industrial output by 48-50 per cent. 


Ratio of growth of national income domestically used to growth of national income produced 
(Annual rates of growth) 


G г 
Bulgaria spaced Democrat c Hungary Poland И 
1966-1970 
1. National income used . . 8.3 7.0 55) 7.4 5.9 И 
2. National income produced 8.6 6.8 5.2 6.8 6.0 ТЫ 
Вано ди ам ome 0.97 1.03 1.06 1.09 0.98 0.92 
1971-1975 plan 
1. National income used . . 8.” x 4* 5.4 7.0 6.8 
2. National income produced faye UE 5.1 4.9 Sloe 6.78 7.1 
Аи Я Не ка На 1.0 0.82 0.94 1.04 0.96 


в Middle of plannedzrange. 
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(iii) Fixed capital formation 


The points discussed before are closely related to 
planning decisions on fixed capital formation. Here, 
according to prevailing planning practice, the volume of 
investment outlays during the current five-year plan is 
compared with the actual investment expenditures (at 
constant prices) in the preceding period, while in the case 
of accumulation, the growth between the beginning and 
end of the medium-term plan periods is considered. In 
most countries gross fixed capital expenditures are 
planned to grow at a slower rate than in the preceding 
period (table 2.1). This applies also to Romania and even 
more to Poland, both of which plan a faster growth of net 
material product. Bulgaria, the German Democratic 
Republic and Hungary are reducing the growth of fixed 
capital formation to a greater extent than that of national 
income produced or used, expecting evidently to be able 
to mobilize other sources for growth. The planned 
deceleration of investment growth in the Soviet Union is 
less marked than that of net material product but is in 
line with that of national income used. Only Albania and 
Czechoslovakia plan a higher growth rate of fixed capital 
formation for the current five-year period compared with 
the previous one. In Albania, this goes hand in hand with 
a faster planned growth of net material product, while in 
Czechoslovakia national output is planned to expand at 
a slower rate than in the last planning period. However, 
even in Czechoslovakia much effort has been made to 
contain excessive investment growth and the planned 
annual growth rates of fixed capital formation are con- 
siderably lower than actual growth rates experienced 
since 1967. 


The problem for the planners of avoiding excessive 
growth of fixed capital formation becomes even more 
difficult if seen in connexion with the need to give specific 
consideration to certain priority objectives, which at the 
same time involve slower than average growth in less 
preferred sectors or branches of the economy. Published 
data on the allocation of fixed capital investment by main 
sectors are far from complete, but the data which could be 
assembled (tables 2.2 and 2.3) show some similarities 
between countries but also some important differences. 
Two-fifths to over a half of total investment outlays are 
allocated to industry and industrial investments are 
planned to increase faster than total investment in most 
countries. The share of industrial investment is therefore 
planned to increase in comparison with the previous 
planning period in all countries for which data are 
available, except Hungary where it will decline. In the 
German Democratic Republic, a higher than average 
growth of industrial investments will increase their share 
in total investment outlays by almost 5 percentage points 
compared with the previous period. No data in this 
respect are available for the Soviet Union, but from par- 
tial information it appears that the share of investment 
going to industry will be at least maintained. A few 
published data show that within the industrial sector 
investment outlays allocated to ferrous metals, machine 
building, chemicals, food and light industry are to 


increase faster than total investment (see table 2.2, 
footnote h). 


In the current five-year plan period in most countries 
agriculture receives relatively less investment funds than 
in the past period (absolutely, investment outlays for 
agriculture grew everywhere) and its share in the allocation 
of fixed capital formation is planned to decline. This does 
not apply to Romania and the Soviet Union. In the 
Soviet Union, on the basis of a long-term comprehensive 
programme adopted in 1970, higher than average in- 
creases in fixed capital outlays are channelled into the 
agricultural sector. The share of agriculture (including 
non-productive investments in agriculture, in agricultural 
research establishments and in construction and assembly 
plants serving the agricultural sector) is to increase from 
over 23 to almost 26 per cent, and if investment in 
industrial branches connected with the material-tech- 
nical support of agriculture and processing of agricultural 
products is also included, then almost a third of total 
investment expenditures will be allocated to this sector in 
the 1971-1975 planning period. However, compared with 
the preceding period, growth rates of agricultural invest- 
ment are to slacken. 


Investments in the non-productive sector are to increase 
at above-average rates of growth in Bulgaria and Hungary. 
No similar breakdown is given for the other countries but 
at least in some selected branches of the non-productive 
sphere higher than average growth rates have also been 
planned. This applies particularly to housing: in Czecho- 
slovakia, the German Democratic Republic and Hungary 
high and accelerating growth rates of investment outlays 
have been planned. Also in Poland an acceleration in the 
growth of housing investment has been planned, although 
at a lower rate than for total investment. The share of 
housing in total investment will also decline in the Soviet 
Union, where the allocation of investment funds for 
housing will increase almost at the same rate as in the 
last five-year plan period. In transport and communica- 
tions, investments in most countries are to grow at the 
same rate as or less than, total investment outlays. How- 
ever, in Czechoslovakia this sector is to receive pre- 
ferential treatment in the allocation of investment funds. 


In many of the official reports introducing the Direc- 
tives or the five-year plans themselves, great emphasis has 
been given to the task of using funds for fixed capital for- 
mation in a more rational way in order to achieve the best 
possible returns. One way is to concentrate funds to a 
greater extent than before on increasing the capacities of 
operating enterprises through modernization and the 
replacement of obsolete plant. In this way it is expected 
to decrease the share of construction work in favour of 
machines and equipment. However, only exceptionally 
(Soviet Union, Czechoslovakia and indirectly for the 
German Democratic Republic) ® have separate growth 


* Cf. Report to the Directives of the VIII Party Congress for the 
Five-year Plan 1971-1975 т the German Democratic Republic, 
Berlin 1971. 
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TABLE 2.3 


Allocation of fixed capital investment by sectors 
(Percentage distribution) 
eee ee ee ee 


Transport and of which: 

Industry Construction Agriculture communications Trade Others housing 
Czechoslovakia 
1966-1970 ©. oa 5) teens 39.0 11.9 13.8 35.3% 14.6 
1971-1975 ра 39.6 10.7 15.4 —— 34,34 17.6 
German Democratic Republic 
1966=1970 3 ее - 40.6 4.9 18.3 8.6 27.6 9.8 
1971-1975 plan ...... 45.1 4.6 15.0 8.4 26.9 ——— 11.0 
Hungary 
1966-1970. woe ees - 40.8 2.5 19.2 13.4 3.4 20.7 
1971-1975 plan ...... 40.5 3.0 1255: 13.0 35 PH fee 
Romania 
1966-1970" 5 4 oe ee 52.6 4.1 16.4 10.8 3.0 НЕ 
1971-1975 plan ...... 54.5 3.6 15.8 10.4 2.6 13.2 
Soviet Union 
1966-1970 28.42 se wos 35.7 3.3 (4.7)» 16.9 (23.2)¢ 9.3 —— 34.8 17.0 
ТО 1975 рав. ay ee 98 4.2)5 7 Sac — 5-7 


Sources: Аз for table 1. 


а Including construction. > Including building materials. 


targets been set for investment in construction works and 
in machines and equipment. One reason for this may be 
that the structural orientation of fixed capital outlays 
may not allow for a more significant shift of the res- 
pective shares. The greater emphasis on housing, road 
building, on major projects for oil and gas pipe-lines and 
similar undertakings will boost the growth of con- 
struction even if within the main producing sectors the 
share of construction investment falls.1° In industry and 


10 In Czechoslovakia the percentage share of construction works 
in fixed capital investments within industry is to decrease as follows: 


1970 1975 
IMCL GY, estat, bis es des ay le ares 51.2 43.4 
Machine боЙат......... 38.0 30.6 
Ме с 31.1 23.7 


с Including research and non-productive investments in agriculture. 


agriculture especially, the plans in most countries em- 
phasize the task of speeding up the rate of renewal and 
replacement of obsolescent plant. In the Soviet Union 
the share of new productive assets put into operation over 
the five-year period will by 1975 come to over 46 per cent 
of the gross capital stock in the total economy, to 44 per 
cent in industry and to nearly 60 per cent in agriculture.4 


1970 1975 
Ghemicalsite-) «5-5. tome (aie ae 33.6 27.4 
Constructionmaterials . 2. 2 y = 45.1 41.2 


Source: Planované hospodafstyf, 12, 1971, р. 18. 


11 P, A. Rozenko (Chairman of the Plan and Budget Commis- 
sion of the Soviet Union), co-report to the USSR Supreme Soviet, 
Izvestia, 26 November 1971. 


(iv) The quest for efficiency 


Great effort is to be devoted to intensifying the growth 
process by improving the all-round efficiency of the 
economy. This should lead to a better relationship 
between final output and the input of labour, materials and 
fixed capital assets. Such a policy objective was also 
incorporated in previous plans, and in 1966-1970 some 
evident successes were achieved in this respect compared 
with 1961-1965.12 However, at the present stage of 
development, greater efficiency has become of crucial 


12 Economic Survey of Europe in 1970, part IL. 


importance in view of the quantitative limits to increasing 
inputs. Some of the plan targets to increase the efficiency 
of the economy will be reviewed in later sections of this 
study. Here, it is intended—insofar as available data 
permit—to show how these efforts will be reflected in 
some macro-economic relationships. 


Productivity of labour 


_ A fast growth of labour productivity is to be one of the 
instruments for raising the efficiency of the economy. 
Except in Poland only modest additions to the labour 


General macro-economic features 


115 


Percentage share of productivity growth in output growth 
а ee 


Net material product, total 


1961-1965 1966-1970 
Bulgaria cee ae meee ee 100 98 
(Czechoslovakiamaee ine 74 81 
German Democratic Republic 106 100 
Hungary sere ae fie. 102 a 
Poland Pie, Pann ae oe 70 76 
Вотан и. 101 99 
Sone а 4 6 бок 79 84 


‚ force have been planned: demographic developments and 
existing high participation rates already attained are the 
reasons given. Besides, increases in manpower will be 
directed to a greater extent then before to the service 
rather than to the material sector. In Bulgaria and 
Hungary, roughly two-thirds of the total increase of the 
labour force will be employed in the tertiary sector. In the 
Soviet Union, more than half the addition to manpower 
in the socialized sector of the economy (excluding indi- 
vidual agricultural plots) is planned to be employed in the 
non-material sector.* In Czechoslovakia the planned 
increase in manpower in industry and construction 
(123 thousand) is more than counter-balanced by the 
expected outflow of manpower from agriculture (127 thou- 
sand) so that the tertiary sector is planned to grow by 
about 6 per cent within the five years.1* The manpower 
situation in the German Democratic Republic is even 
more constraining; hardly any increase in the labour 
force is expected, so that only planned transfers between 


13 А. Kosygin, Report to the Supreme Soviet, 24 November 1971. 
(Note. The non-material sector excludes employment in trade, 
freight transport and communications, and other productive activi- 
ties which are included in the tertiary sector. It is estimated that 
about 60 to 65 per cent of the increments in manpower resources 
will be channelled to the tertiary sector.) 

14 Р/апоуапе hospoddfstvi, 10/1971, HospodaFské noviny, 51/52 
1971 

15 W. Stoph, Report to the People’s Assembly on the Law of the 
Five-year Plan 1971-1975 in the German Democratic Republic, 
Die Wirtschaft, 51/52 1971. 


Gross industrial output 


pre 7 1961-1965 — 1966-1970 то 
са. 95 59.5 64.9 wD 
96 61.7 82.0 88.0 
100 100.0 93.0 102.8 
84 64.1 58.0 78.2 
716 60.9 58.9 67.7 
50.6 62.7 64.0 
85 54.1 62.8 85.0 


sectors and branches will make the limited labour 
resources available where they are most urgently needed. 


The situation is completely different in Poland where 
one of the priority targets of the plan is the creation of 
1.7-1.8 million additional jobs outside agriculture. 
Furthermore, it is intended to stabilize agricultural 
employment at the level reached in 1970.16 As plan targets 
for employment in industry, construction and transport 
are given, it is estimated that between 900 thousand to 
1 million additional jobs will be created in the material 
sector and 700-800 thousand in the service sector. 


In the other countries, additions to manpower in the 
material sectors taken together will be very small, and 
therefore growth of labour productivity will account for 
between 84 per cent (in Hungary) and 100 per cent (in the 
German Democratic Republic) of aggregate output 
growth. 


A comparison with the two previous five-year plan 
periods shows that this implies a shift towards a more 
labour-saving growth pattern in Czechoslovakia, Hungary 
and to a lesser extent, in the Soviet Union. In the Ger- 
man Democratic Republic, the growth of net material 
product had already been achieved without any addi- 
tions to the labour force (in material production) and, 
during 1961-1965, even with a diminishing labour force. 
In Bulgaria and Romania likewise, though for different 


16 According to direct communication from Polish Government. 


National income, employment and productivity 
(Annual percentage rates of growth) 


Oi ee ee ee eee 


National income 


Employment *® Productivity 


1961-1965 1966-1970 1971-1975 1961-1965 1966-1970 1971-1975 1961-1965 1966-1970 1971-1975 

plan plan plan 
Виана = eK 6.7 8.5 7.7-8.5 0.0 0.1 0.25 6.7 8.4 8.0 
@zechoslovakia.. «. 5» - 1.9 6.8 5.1 0.5 tI? 0.2 1.4 5,9 4.9 
German Democratic Republic 95 See, 4.9 —0.2 0.0 0.0* Bet ye 4.9 
орет ose ss 4.1 6.8 5.5-6.0 —0.1 ila) 0.9 4.2 557 4.8 
Poland. . 6.2 6.0 6.7-6.8 1.8 1.4 6% 4.3 4.5 ll 
Romania . . 9.1 Holl! 11.0-12.0 -—0.1 0.1 ee 9.2 7.6 
Soviet Union 6.5 leah. dal lees 1.2 О 5.1 6.4 6 


а Excluding non-material sectors. 
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reasons, manpower growth in the material sectors was 
negligible. In the process of industrialization in these 
countries the heavy demands for manpower mainly by 
industry and construction were largely met by the out- 
flow of labour from agriculture. Also in Poland the share 
of productivity growth in output growth will remain 
unchanged at about 76 per cent. It is therefore mainly in 
industry where according to the plan intentions a greater 
part of output growth will be covered by the growth of 
productivity. 


This greater reliance on labour productivity does not 
necessarily imply an acceleration in the rate of growth of 
labour productivity itself, which is determined also by 
the growth of output. In most countries where national 
income produced is planned to increase at a lower rate 
than in the preceding five-year period, the growth of 
labour productivity will also be somewhat lower than 
before. 


An acceleration of the productivity growth rate— 
measured as the ratio of NMP growth to the growth of 
employment in material sectors—is foreseen only in 
Poland and very likely also in Romania (no data on 
employment growth available) where aggregate output is 
also to expand faster than in the preceding period. In the 
Soviet Union productivity growth in industry, agriculture 
and construction is to accelerate, though the growth of 
productivity in the economy as a whole is to slow down. 


Gross output per man in the Soviet Union 
(Annual percentage rates of growth) 


1961-1965 1966-1970 о 
plan 
ПРИ on o o og 6 ав 4.5 Sel 6.8 
Agriculture® 
(socialist sector) .. . 3.4 6.2 6.5-7.0 
(СОНИ 6 5 6 0 аб Sie) 4.1 6.5 


8 Five years together over the previous five years. 


Sufficient information is not available to give a full expla- 
nation of this phenomenon but a few possible reasons can 
be put forward. The process of industrial transformation 
of agriculture will increase the degree of co-operation 
between enterprises at succeeding stages of production 
with the result that the double counting of material 
inputs will raise the rate of gross output versus net out- 
put. It is also possible that the plan expects a rather 
slower increase, or no increase at all, in labour produc- 
tivity from farm output in individual plots and in the 
remaining sectors of material production. 


Improvement in the use of fixed capital assets 


Improvement in the use of the existing fixed capital 
stock and of the funds earmarked for fixed capital forma- 
tion in the current five-year plan period is also consid- 
ered to be of prime importance for increasing the 
efficiency of the economy. The task is to find an optimal 
combination of the better use of existing fixed capital (for 
example, by increasing the number of shifts and by 


Investment ratios, growth rates of NMP 
and incremental capital-output ratios 


Se ee ee SS SS SSS 


Gross fixed Growth 
investment as a rate of ICOR 
percentage of NMP NMP 

Bulgaria 
Об обе 29.7 6.7 4.43 
1966 90. 85:2 8.6 4.09 
ПО, < оо еб 33 8.12 4.16 
Czechoslovakia 
196196 woe ee se 29.8 1.9 15.68 
1966-19... - ЗЕ 6.8 4.57 
ТОТО ра eee ee ee 32.0 =e | 6.27 
German Democratic Republic 
Е caer ee 22.8 3.5 6.51 
1966970. 27.6 Bp? 5.31 
197I—=1975) ра а. steer 28.1 4.94 5:73 
Hungary” 
Об... . 26.4 4.1 6.44 
19661... 29.7 6.8 4.37 
ТО-ТО ра. > 29.3 5.82 5.05 
Poland 
T9GI=1I9G5S" ae 2 Deo 6.2 4.40 
1966=(97 0 Во eee 29.7 6.0 4.95 
197I=1975 plane. eee 3:3 6.74 4.67 
Romania” 
1961=1965" 5. ee ле 29.5 9.1 3.24 
1006 1 33.2 Л 4.31 
о до Ба 34.1 11.52 2.97 
Soviet Union 
ISGT=19CSea ee а ов 29.1 6.5 4.48 
1966-1970 = ee eee 29.0 eae ВР 
1974-1975 ра. с eee ee 28.9 1.1 4.07 


МотЕе.—ТВе price base for fixed capital formation and net material product is: 
Bulgaria—current prices; Czechoslovakia—1967 prices; German Democratic 
Republic—1967 prices; Hungary—1959 prices; Poland—1961 prices; Romania— 
1963 prices; Soviet Union—1969 prices for fixed investment, 1965 prices for NMP. 

The investment ratios and ICORs allow comparisons between different time 
periods, but in view of differences in relative prices of capital goods and consumer 
goods they are not strictly comparable between countries. 


в Middle of the planned range of growth rate. 
> Excluding private investments. 


better maintenance and repairs), the faster retirement of 
obsolete plant and equipment, the modernization and 
reconstruction of existing plants and, finally, the enlarge- 
ment of the fixed capital stock through new capital 
construction. 


Preference will be given to the modernization and 
reconstruction of operating enterprises over the con- 
struction of entirely new projects.1’ Capital construction 
itself is to be concentrated and the number of new major 
projects built at the same time is to be limited to ensure a 
higher share of completions in total investment outlays. 
The technological preparation and the quality of design 
is to be improved, the cost of construction reduced and, 
in consequence, the gestation periods shortened. The 
reduction of construction time itself should also help to 


17 In Bulgaria at least 35 per cent of total investment outlays in 


material production are earmarked for reconstruction and moderniz- 
ation. 


General macro-economic features 


117 


Changes in factor inputs and output in the material sector of 
the economy in the Soviet Union and German Democratic Republic 


(Indices ) 
SE Se ip aS Se eee У eee 


1965 1970 1975 plan 
(1960 = 100) (1965 = 100) (1970 = 100) 


Soviet Union 

National income produced 
Employment in material sector 
Fixed capital stock: 

(a) Total 
(6) Productive fixed capital 
Labour productivity 
Capital intensity: 
(a) Total fixed capital per person employed 
(6) Productive fixed capital per person employed 
Capital productivity: 

(a) Output per unit of total fixed capital 
(6) Output per unit of productive fixed capital 


German Democratic Republic 
National income produced 
Employment in material sector 


Labour productivity 
Capital productivity 


CRO ре, Oo Ее и 


О ОАО РОДЕ 


И ie” sau! fey в А Pore 
Ca! О UST ASS Cue tia 


Fixed capital stock in material sector. . ... . 


Capital tensity Wee tie weenie MEE ck a oc Nm 


dave 137.1 145.0 141 
af 107 106 105* 
ee 151 143 >1364 
Rah 159 148 1415 
в 128 137 134 
Sic 141 135 >130 
149 140 134 
if 91 101 < 104 
86 98 100 
Ga 118.6 128.7 ПР) 
Bes 98.7 100.05 100 
СЕ 134.3 126.0 126.4° 
с 120.2 128.6 127 
хо 88.3 102.1 100.5 
ig 136.1 125.9 126.4 


NoTE.—Soviet Union: national income produced at 1965 prices, fixed capital stock at 1955 prices; German Democratic 
Republic: national income and fixed capital stock at 1967 prices. 


з A. Kosygin, Report on 1971-1975 Plan to the USSR Supreme Soviet Session, 24 November 1971. In 1975 the value 
of all basic funds (fixed capital stock) in the material economy will be more than 1,000 billion roubles. 


> P. A. Rozenko, Co-report to the USSR Supreme. Soviet Session, 25 November 1971. 
с W. Stoph, Report on Directives of the ИИ Party Congress for the Five-year Plan 1971-1975. 


improve the efficiency of capital construction. On the 
other hand, the structural orientation of some of the 
investment projects necessitated by long-term considera- 
tions does not always allow for quick returns on invested 
funds. To give only one example, in most countries 
increased efforts will be devoted to expanding the capa- 
cities for fuel and energy production, some of which will 
be in operation only after 1975. (In the German Demo- 
cratic Republic almost a third of all industrial investment 
will be in the fuel and energy sector.) Also, the orienta- 
tion towards a faster development of the social infra- 
structure will not contribute to a short-run improvement 
of capital returns. 


It is therefore necessary to bear in mind all aspects of 
investment policy when an attempt is made to assess their 
impact on efficiency indicators, such as capital-output 
ratios at the macro-economic level of the economy. Data 
эп investment ratios and on incremental capital-output 
ratios which can be assembled for most countries should 
be interpreted with care. 


Gross investment as a percentage of net material pro- 
uct will decline compared with the preceding period in 
Bulgaria and Hungary, remain practically unchanged in 
he Soviet Union, and will increase in the remaining 
sountries albeit to a lesser extent than during 1966-1970 
compared with 1961-1965. All this is evidence of a 


determination to plan only for an expansion in the 
volume of investment which will not overburden the 
economy. However, only in Poland and Romania, where 
investment ratios are in fact increasing somewhat, will the 
incremental capital-output ratios decline—entirely due to 
the planned acceleration of output growth. On the other 
hand, the constant investment ratio in the Soviet Union 
and the declining investment ratio in Bulgaria, both 
imply a small increase in the ICORs because of the 
planned deceleration of output growth. The increase of 
the capital-output ratios in the remaining countries (of 
greater significance only in Czechoslovakia) is the com- 
bined effect of a somewhat smaller increase in the planned 
investment ratio and a more substantial deceleration in 
output growth. The data suggest a relatively closer 
association between changes in the incremental capital- 
output ratio and changes in output growth rather than 
changes in the investment ratio. 


Changes in gross investment as a measure of capital 
formation ignore, of course, both the influence of the 
share of uncompleted investments and the influence of 
physical wear and tear and scrapping of old equipment 
and the available volume of fixed capital stock. However, 
only for the Soviet Union and the German Democratic 
Republic could tentative estimates be made of the 
expected volume of fixed capital stock in 1975; these may 
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give a better picture of the changes in capital produc- 
tivity (output per unit of fixed capital stock) and capital 
intensity (fixed capital stock per person employed). 


The data for the Soviet Union suggest a relatively 
slower growth of capital intensity than in the preceding 
period and a slight improvement of the output to capital 
ratio if measured by the total fixed capital stock, or an 
unchanged ratio if related to productive fixed capital 
only. There is also the implication that non-productive 
capital stock will increase more slowly than productive 
capital. In the German Democratic Republic fixed capital 
per worker will increase roughly at the same rate as in the 
preceding Five-year Plan and capital productivity related 
to fixed capital stock in the material sectors of the eco- 
nomy will remain practically unchanged. 


The estimated capital coefficients, for what they are 
worth, suggest that even increased and determined efforts 
to improve the use of existing capital and the process of 
capital construction itself, will at best help to keep returns 
on capital fairly stable (with the exception of Czecho- 
slovakia where they will decline substantially) during the 
five-year plan period.1® Only an acceleration of output 
growth over and above the plan targets (apart from the 
planned acceleration of output expansion in Poland and 
Romania) could lead to an improvement in the output 
returns on investments and capital use comparable to 
that experienced in 1966-1970 over the preceding period. 


Reducing material costs of production 


Most of the plans also stress the importance of reducing 
the material-intensiveness of production and far-reaching 
measures are to be executed. In particular, reducing the 
consumption of raw materials, fuels and energy per unit 
of output may not only reduce production costs but also 
capital and labour inputs in the extractive industries 
which are more capital- and labour-intensive than manu- 
facturing.1® Improvements in the design of capital goods 
and consumer durables (e.g. by reducing their weight), 
the application of more efficient technologies in the pro- 
duction process, the introduction of metal substitutes, an 
all-round application of up-to-date norms for consump- 
tion of specific materials and for inventories, as well as 
greater use of secondary raw material, fuel and power 
resources and the regeneration of industrial waste, are 
among the measures listed in the plans or in the official 
reports introducing them. However, only a limited num- 
ber of quantitative targets in this field have been published. 


An the Soviet Union the engineering and metal-working 
industries are directed to achieve a 24 per cent saving in 


18 This seems to have been also the experience of the whole of 
Europe in the last 20 years where the growth of productivity of 
labour was more the result of increasing capital intensity per worker 
than of increased output returns against investment. Cf. The 
European Economy from the 1950s to the 1970s, to be published as 
part I of the Economic Survey of Europe in 1971, chap. 1, sec. (iii). 

_ № It is estimated that in the Soviet Union reduction of the spe- 
cific consumption of materials by 1 per cent is equivalent to an 
additional 3—4 billion roubles worth of NMP growth. (The NMP at 
1965 prices is planned to amount to 396 billion roubles in 1975.) 


Cf. Г. Brezneyv, Report of the Central Committee of the CPSU to the 
24th Congress. 


the use of rolled ferrous metals. The coal equivalent of 
120 million tons should be saved through reduction of 
specific input rates for fuel and energy. The building 

industry is required to economize in the use of rolled — 
ferrous metals by 9-11 per cent, of cement by 8-10 per 
cent and of timber and wood products by 18-20 per cent.” 


In the German Democratic Republic during 1971-1975, 
the consumption of raw and other important materials 
per unit of industrial output is to be lowered annually by 
2 per cent, and the specific consumption of energy in 
industry by at least 4 per cent.24 In Czechoslovakia the 
average specific fuel consumption in conventional thermal 
electric power plants is to be lowered from Kceal/kWh 
3,140 in 1970 to about 3,000 in 1975, or by 0.9 per cent 
yearly (during 1965-1970, the actual reduction was 1.7 рег 
cent a year), and the specific consumption of coke per ton 
of pig-iron from 613 to 530 kg/ton or by an average 
annual rate of 2.97 per cent (during 1965-1970 by 3.6 per 
cent). In Poland, the costs of materials in industrial 
production are to be reduced by 4 per cent. In Romania 
the share of material inputs in the global product is to 
decline from 59.4 per cent in 1970 to 54.4 per cent in 
1975. Most of the material savings will occur in industry 
where the share of material inputs is to decline from 
60.8 in 1970 to 55.6 per cent in 1975. 


Development of science and technology 


The increase of labour productivity, higher and faster 
returns from the existing capital stock and fixed invest- 
ment, and improvements in the use of materials, fuels 
and energy are all linked to the development of science 
and technology. The acceleration of scientific and tech- 
nical progress is therefore one of the main factors deter- 
mining the qualitative development of the economy in 
the current Five-year Plans. Most of the plans and 
directives include separate sections dealing with this 
question. Though the actual conditions in individual 
countries differ considerably (size of the country, natural 
resource endowment, development level, labour poten- 
tial, etc.), the objectives and planned measures in the 
field of science and technology are similar. 


Usually, the task is to accelerate scientific and techno- 
logical progress and to ensure the implementation of a 
uniform State technological policy. Great emphasis is 
given to the task of achieving a closer link between 
science and production. To this end fundamental and 
applied scientific research is to be concentrated on the 
most important and promising long-term trends in 
scientific and technical development. For the smaller 
countries of the area especially, it is crucially important 
to concentrate scientific effort on a few selected fields in 
order to use efficiently the limited human, material and 
financial resources for research and development. Delays 


20 Rozenko, Co-report to the USSR Supreme Soviet Session, 
25 November 1971. 

*1 Law on the Five-year Plans for the Development of the Economy 
of the German Democratic Republic in 1971-1975. During 1965-1970 
the specific consumption of electric energy in industry per 1,000 
Marks of gross output decreased from 420 to 319 kWh, i.e. by 
5.3 per cent yearly. 
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in the practical application of the results of research and 
development should be greatly shortened. The creative 
activity of scientists and researchers will get full govern- 
ment support, and the system of remuneration is to be 
improved to link rewards more closely to actual achieve- 
ments. Among the organizational measures envisaged, 
the creation of powerful science-production complexes, 
through the merging of research institutions with enter- 
prises, should be noted. In this way it is hoped to make 
industry more aware of the potential of research and 
development and to get researchers into closer contact 
with production processes. Measures and provisions are 
foreseen for the complex mechanization and automation 
of the most important production processes in industry, 
construction, agriculture and transport, and for the 
substitution of machinery for manual labour, especially 
in labour-intensive operations. Automated computer 
management systems are to be introduced at branch and 
enterprise levels. Modern technology is to be introduced 
not only into production proper but also into such activi- 
ties as inter-plant transport and materials handling, 
storage and packing facilities. Scientific and technical 
progress should be combined with a more rational use 
of natural resources, and planning and management 
bodies should pay increasing attention to the question of 
environmental protection; on both these questions, inter- 
national co-operation is considered desirable. 


Some of the directives and plans also contain priorities 
for research and development. They cover such topics as 
the investigations of problems in theoretical and applied 
mathematics and cybernetics, research in nuclear and 
plasma physics and its application, research in geology, 
geophysics and geochemistry, oceanography,. physics of 
the atmosphere, chemical research for the development 
of new polymers and inorganic materials, research in 
biology and medicine, as well as the further development 
of the social and economic sciences, etc.*? International 
co-operation in research and development among the 
CMEA member countries, and especially co-operation 
between the smaller countries and the Soviet Union, 
should contribute to the more efficient use of R and D 
resources. 


These objectives and tasks are listed in the official Plan 
documents and in the Reports and Discussions on the 
plans in rather general and qualitative terms. There are 
only few and scattered quantitative data. According to 
the Plan of the Soviet Union, the implementation of 
planned measures in science and technology, which will 
be reflected in the improved level of technology and in 
the improvement of the production structure, will con- 
tribute 40-42 billion roubles, or 40 per cent of the 
planned growth of national income. The broad applica- 
tion of electronic data processing and computer tech- 
niques can be judged by the plan to introduce 213 com- 


22 Cf. Directives of the 24th Congress of the CPSU for the Five- 
year Economic Development Plan of the USSR for 1971-1975. 


Outlays on Research and Development as 
percentage of national income 


1960 1965 1970 1975 


plan 

ВЫ аа ee ee FS eS Rr, 2.5-3.0 
Czechoslovakia mama ete 2.4 $38) 3.8 A 
German Democratic Republic 

ЕН Е ооо ба se ASS) 3.94 aif 

Government financed 1.8 1.6 9.2 ы 
иоеагуя ое 6 7 Dees 2.4 Ape) 
Poland . ’ il 1.4 2.3 Desig 
Soviet Union 

AICTE CHESS 5 5 oe 2.7 3.6 4.1 4:5*а 

Government financed .. 1.6 Dp. 78) 2.64 


Sources: National Statistical Yearbooks, Economic Survey of Europe in 1969, 
part IL, p. 78, and sources quoted in footnotes. 


NoTe.—The percentages are computed from data including current expenses 
and investment outlays. The coverage is not in all cases identical. In Czechoslo- 
vakia, the German Democratic Republic and, most probably, in Hungary and 
Poland also outlays for industrial development are included in “total outlays’’. 
In the Soviet Union development outlays are excluded from government financed 
expenditures, but it is not certain if they are included in “total outlays”’. 


= Total outlays for science and technology, W. Stoph, Report on Directives 
of VIJIth Party Congress for the Five-year Plan 1971-1975. 


Ъ The Fourth Five-year Plan of the Hungarian National Assembly, para. 8, 
section (2): the ratio to national income of the resources deyoted to promoting 
Research and Development shall be higher in 1971-1975 than in 1966-1970. 


© Resolution of the 6th Polish United Workers Party. 


9 Government outlays on research (including investment) are to increase by 
more than 60 per cent over the 1970 level (Pravda, 8 January 1972); the percentage 
for “‘total outlays” is estimated on the assumption that the share of government 
financed research will remain unchanged. 


puter management systems at the branch level, 1,805 at 
the level of industrial enterprises, and 685 systems for 
separate technological units.” 


For most countries information on outlays on science 
and technology (or Research and Development) in the 
current five-year plan period is available. The figures, 
which are not always strictly comparable between coun- 
tries, show that R and D expenditures, in all countries 
for which information is available, will grow faster than 
national income. In Romania, investment expenditures 
on science and scientific services in 1971-1975 will more 
than double compared with the preceding period (from 
1.97 billion lei to 4.5 billion lei). No figures are available 
for Czechoslovakia but from various statements it seems 
that the intention is to use existing research capacities 
and resources to a greater extent, and for expenditures to 
grow in line with national income. The remarkably high 
share of ‘total outlays’ on science and technology in the 
national income of the German Democratic Republic 
reflects the specific problems of a country with no labour 
reserves and where productivity gains have to be achieved 
with no change in the labour force. The high share may 
also be influenced by the much greater wage differentials 
for highly qualified manpower (outlays on salaries are 
30—40 per cent of total research expenditures) than in the 
other countries of the area. 

23 Rozenko, Co-report to the USSR Supreme Soviet Session, 
25 November 1971. 


3. OUTPUT TRENDS IN MAIN SECTORS OF THE ECONOMY 


(i) Industry 


Plans for the expansion of industrial output are espe- 
cially important for the over-all development of the econ- 
omy and the official plan documents therefore devote 
particular attention to this sector. The objectives and 
targets, as well as the conditions and instruments for 
their implementation are given in most plans in con- 
siderable detail which cannot be fully reviewed in this 
study. The analysis will therefore concentrate only on 
those aspects of industrial development which are directly 
relevant to efficiency and structural change. 


Industrial production is planned to grow at a some- 
what slower pace than in the preceding five-year period. 
The slackening is least marked in Poland and Romania 
(where net material product is to expand faster than 
before), and rather substantial in Albania and Bulgaria. 
In the other countries, the planned annual growth rate 
is from half to 1 percentage point lower than in the last 
quinquennium. For the Soviet Union and the area as a 
whole, the planned growth of industrial production is 
less than either actual growth in the preceding two five- 
year plan periods or the planned growth rate for 1966- 
1970 (table 3.1). 


The planners’ cautious approach in assessing industrial 
growth potential, compared with the past, is associated 
with smaller planned additions to the industrial labour 
force. Between 1960 and 1965 the industrial labour force 
of the area increased by 6.3 million persons and between 
1965 and 1970 by 5.8 million, but, according to the new 
plans the total industrial labour force will increase only 
by roughly 3 million persons between 1970 and 1975. It 
is true that actual increments in employment in the past 
were usually substantially more than planned estimates. 
But even in comparison with the plans for 1966-1970, 
the planners expect a growth in employment which is 
1.2 million persons smaller than the previous planned 
assessment. Only Albania expects faster employment 
growth than in the preceding period while Romania 
expects the same rate of growth. 


The planned slowdown in employment growth is 
especially pronounced in Bulgaria, the Soviet Union and 
Hungary (table 3.1). In absolute terms, industrial employ- 
ment in the Soviet Union will increase by about 1.8 mil- 
lion persons, whereas between 1965 and 1970 the increase 
was 4.5 million persons. In the remaining countries the 
planned fall in employment growth is also considerable. 
In Czechoslovakia industrial employment is to increase by 
only 0.7 per cent a year and in the German Democratic 
Republic total industrial employment is to decline. 


Productivity of labour and capital 


The combined result of a slight deceleration of output 
growth and a more substantial decline in employment 


expansion is an almost universal acceleration in the 
growth of labour productivity. Industrial output per man 
for the area as a whole is to increase by 6.5 per cent a 
year, almost 1 percentage point a year faster than in the 
preceding period, and nearly 2 percentage points more 
than in the period 1961-1965. The total is, of course, 
heavily influenced by the Soviet Union where the plan- 
ned annual growth of labour productivity is 1.3 and 
2.3 percentage points higher than in the previous two 
five-year plan periods. Substantial productivity gains are . 
also planned in Albania, Bulgaria, Hungary and Poland. 
In the plans of the German Democratic Republic and 
Romania the continuation of the rate of productivity 
growth actually achieved in the preceding period is 
assumed, so that only in Czechoslovakia is a minor 
decline in productivity growth foreseen. 


Of course, as stated above, the actual expansion of 
employment in the past has in most cases been faster 
than planned; the results of the first year of the current 
Five-year Plan (see chapter 2, section 2) point in the 
same direction, especially in Romania, Bulgaria, Poland 
(in this order) and, to a lesser extent, in the Soviet Union. 
The over-all results for the area as a whole also show a 
somewhat faster employment expansion and a somewhat 
slower productivity gain than implied by the planned 
five-year growth rates of the individual countries. 


Nevertheless, even the somewhat modest results of 1971 
point to a further intensification of industrial growth 
process with productivity gains providing the major and 
an increasing contribution to output growth. 


Productivity of labour can grow as the result either of 
increases in fixed capital stock per person employed 
(capital intensity) or of the growth of output per unit of 
fixed capital (capital productivity). Changes in factor 
inputs and industrial output for the plan period for six 
countries are given in the text-table below, but it should 
be noted that the growth indices of fixed capital stock 
are in most cases only rough estimates.24 These data 
suggest that the fixed capital stock in industry will 
increase somewhat faster than in the preceding period 
only in Czechoslovakia, slower in Bulgaria and more or 
less at similar rates in the other three countries. Capital 
intensity, according to these estimates, would increase 
faster than labour productivity in Bulgaria, pari passu 
with labour productivity in Hungary, Poland and the 
Soviet Union, and slower than labour productivity in 
Czechoslovakia and the German Democratic Republic. 


*4 The estimates are based on industrial investment data and оп 
scattered official statements. It was assumed that the ratio between 
increments in the fixed capital stock and the planned volume of 
investment will be the same as in the previous five-year periods. 
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TABLE 3.1 


Gross output, employment and labour productivity in industry 
(Annual percentage rate of growth) 


ee ee ae eS 


Gross output Employment Labour productivity 
Albania 
1961-1965 cette ne. eee a ate i 6.8 4.7 2.0 
19661970 ip lane ena 8.7 4.4 4.1 
1966-197 0lactualaas ee ee и 12.9 hs и 
197-1975 аи oi. ee 10.0-10.7 5.1-5.3 4.7-5.1 
Bulgaria 
Е Serer aener nee ye ПОХ 4.4 7.0 
1966-1970 plane ee Sal 5.8 
1966-197 Oractial meee ene eee ee Let 3.9 6.9 
1971-1975" planes soe eae tee a hee 9.2-9.9 1.5-2.1 7.6 
Czechoslovakia 
LOGIE оо maaan On Eo es ee 92 1.9 BED 
1966-1970 plane tees Meise, cs kK 5.6 0.8 4.8 
1966-197 Oractualatee ee. sk ks 6.8 2 5:5 
о У eee: ee ee foe 6.0 0.7 5.3 
German Democratic Republic 
IS Gl OG Starner we и ee 5.9 0.2 57 
ПОС plana ps В о ee ees 6.5-7.0 = 6.5-7.0 
T6697 Oractialee ae ee 4 ee 6.5 0.4 6.1 
ра sen eee ee Fe ee 6.0 —0.2 6.2 
Hungary 
Е р а ке Ao 8.0 2.8 Srl 
бра ее. 5.7-6.3 eA! 4.2-4.8 
1906 1970 асай о эк Beem. Gs) 6.2 2.6 3.5 
О оба 2: ес 5.7-6.0 1.5 4.1-4.4 
Poland 
= 8.5 BAD) 5.1 
[96621970 plate, ween ie Ge ete 7.6 25 5.0 
ТЕ Вок eas 4 8.5 3.3 5.0 
ПЕ О рад о те В. 8.2-8.5 2.5 5.65.9 
Romania 
оО Об ее... 18 6.0 43 
1966-197 а ео 10.6-11.6 2.9-3.7 7.5-7.6 
ПОТЕ, 6 оо cele oe Bo ах 11.8 4.2 es 
ПОТА ес 11.0-12.0 3.5-4.4 Hes 
Eastern Еигоре® 
MSGS 19 GS merece оо 7.6 2.5 5.0 
Об оО ра о... Hes 1.8 5.6 
ПОбб-То О аа т 8.0 DS 5.4 
ООО plangeen еее Holl ТУ 5.9 
Soviet Union 
1OGT=19 65a а”. 8.6 3.9 4.5 
1966=1970 platy о ат. 8.1-8.5 р 5.9-6.3 
ЕВЕ 2 5 So ao бою 8.5 2.8 5.5 
ПО Sp lata tsar о оны 8.0 1.1 6.8 
Eastern Еигоре® and Soviet Union 
Об Об, о. - 8.3 a ee 
ПС ПЕ о соо мою оф es 8.1 ay р 
TIO6GG=L97OLACtUall ее св. eee tate, 8.4 2 . 
ЕО ree tes tee te sk 7.9 1.3 RS) 


Sources: National statistics; СМЕЛА Yearbook 1971; official documents on the five-year plans and direct communications 
from governments. | | 
Note.—For definitions and coverage see table 2.8, chapter 2. Рог area component weights see footnote d of this table. 


® Excluding Albania. 


Eastern Europe 


Lene oa ns wn ee Ee 


Changes in factor inputs and output in industry 


ws a ee eS SS 
1965 1970 1975 plan 


1960 = 100 1965=100 1970=100 


Bulgaria 

(ОНО 4.4 5 8 ao 5 6 8 174 169 (158) 
ВОО" Go A 46 a 0 oe 124 121 (109) 
Е1хед сара ск mene 198 188 170* 
Labour productivity ...... 140 140 145 
Capital productivity ...... 88 90 93 
Capital иен еее 160 155 156 
Czechoslovakia 

(Goes CWE 6 6 6 6 uo aa 6 129 139 134 
Emp loyinicn tae ene men 110 106 104 
Fixed capital stock. ...... 130 125 129% 
Labour productivity ...... 117 131 129 
Capital productivity ...... 98 111 104 
Сарате у ее: 118 118 124 
German Democratic Republic 

(Cie OUI со ночное 133 137 134 
ИО og = 5 0 oo eo 8 101 102 99 
Fixed capitalstock. ...... 138 128 127% 
Labour productivity ...... 133 134 135 
Capital productivity ...... 96 107 106 
Gapitaluintensityaemem e-em 138 125 128 
Hungary 

(Gites! со Go a9 bo с 147 135 (133) 
Emp loymientaer- armen 115 114 108 
Fixed capital’stock. 9)... 149 134 15 
Labour ртобосиму и... 128 118 123 
Сарцартовиенуу 1... 99 101 99 
Gapitallintensity > 130 118 125 
Poland 

Gross outputs Geos sews) 150 150 (149) 
Employment as. cit) м 117 118 113 
Fixed capital stock. ...... 138 147 148 
Labour productivity ...... 128 127 132 
Capital productivity ...... 109 102 101* 
Capitalantensitye een enn 118 125 131 
Romania 

(СО go oo 5 6 0 oe 181 175 169-176 
197) ЗИ 4 6 & 6 o 6 6 0 © 134 123 119-124 
Fixed capital stock. ...... 159 186 we 
Labour productivity ...... 135 142 142 
Capital productivity ...... 114 94 
Capitaliintensity ence 119 151 

Soviet Union 

GLOSSTOULD ULE ame ree LIL 150 147 
Employments guna ae ee eee 121 114 106 
Bixedicapital Stocks meme ee 167 151 149* 
Labour productivity ...... 125 132 139 
Capital productivity ...... 90 Sy 95 
Capital intensity. ..... ee 138 134 ca. 140 


Sources: National statistical yearbooks; CMEA Yearbook 1971; official docu- 
ments on the five-year plans and direct communications f.om governments. 
Economicheskaya Gazeta, No. 8, 1972. 


Note.—Figures in parenthesis are the mean of the planned range of growth 
rates, 


Only in the last two countries would improved capital 
productivity also contribute to the growth of labour 
productivity, while in the other countries labour pro- 


ductivity growth is associated entirely with increases in 
fixed capital stock per person employed. The data also 
reflect, of course, the level of industrial development in 
the respective countries. In Czechoslovakia and the Сег-` 
man Democratic Republic, with extensive industrial 
capacities built up over a long period, even large addi- 
tions to the capital stock will yield relatively smaller 
growth than in countries with a shorter historical period 
of industrialization. 


One should look, therefore, also to changes in factor 
inputs and output in comparison with earlier periods. 
Changes in capital productivity, compared with 1966- 
1970, are small, with minor improvements in Bulgaria, 
minor deteriorations in Czechoslovakia and the Soviet 
Union, and hardly any change in the remaining three 
countries. Compared with 1961-1965, there is an almost 
uniform improvement in capital productivity (with the 
exception of Poland). 


Gross and net output rates 


The improvement in the pattern of industrial growth 
is sometimes also measured by comparing “gross” and 
“net” output growth rates. In earlier secretariat studies 25 
attention was drawn to conceptual differences (e.g., turn- 
over taxes and subsidies are included in the “‘net’”’ con- 
cept but excluded in the “gross” concept) and other 
influences which may affect the direct comparability of 
the data and the ratio of net to gross output growth. 


In most countries the ratio of net to gross output 
growth in the last quinquennium has been more favour- 
able than in the preceding one (see text-table below). 
However, similar information for the current five-year 
period has been published only for three countries. In 
two of them (Hungary, Poland) net industrial output is 
to grow faster than gross output. In the Soviet Union 26 
net output (in current prices) is to grow more slowly than 
gross output (in constant 1967 prices), but the ratio 
cannot be compared with those for earlier periods which 
are given in constant prices.” \No information on 
planned net industrial output in Czechoslovakia has 
been published, but from official statements it appears 
that the aim is also to achieve an improved relationship 
between net and gross output. At the same time warnings 
have been sounded that the results for 1971, the first year 
of the current five-year period, are disappointing in this 
respect, and corrective measures have been adopted.?8 


The view has been expressed that changes in the ratio 
between net and gross output in industry are not very 
meaningful for the purpose of estimating trends in the 


*° Economic Survey of Europe in 1969, part I, pp. 13-14, and 
Economic Survey of Europe in 1970, part П, р. 93. 

_ 26 According to information received through direct communica- 
tion from the Soviet Government in response to an ECE secretariat 
questionnaire. 

2? CMEA Yearbook 1971. 


зв Plan-fulfilment report, and the report of Mr. С. Husak to the 
Central Committee meeting of the C.P. of Czechoslovakia. 17 Feb- 
ruary 1972, For the further implementation of the decisions of the 
XIV Congress in the economic sphere. 
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Growth of gross and net output in industry 
ee ee с В: 


Gross output Net output Ratio 
(1) (2) 2:1 

Bulgaria 
Об Тоба: ta resol ПИЯ 9.0 0.77 
О на т 12.4 1.12 
ВО а № eee 9.2-9.9 
Czechoslovakia 
LOGISTSOS Me eee а He 5.2 3.9 0.75 
19660=197 07005 о ae. 6.8 6.3 0.93 
ПОЕТ 5 ал же А. 6.0 
German Democratic Republic 
О-о С 5.9 4.7 0.80 
TOGG=IS(ON AY ПА 5. 6.5 5-й 0.38 
ЕТО ар о weet Jee 6.0 
Hungary 
Обо бон os SPL 9 8.0 7.0 0.88 
1966197 ONE PEA: Ри, 6.2 7.4 1.19 
И о с 5.7-6.0 6.7 1.15 
Роапа 
о... 8.5 8.9 1.05 
ОИ Ome we ec re he 8.5 Hel} 0.91 
LOFT Splat о. 8.2-8.5 8.5 1.02 
Romania 
ПОС Pee rae 12.6 187 1.09 
1966—1970. .....- eS dea 1.08 
Е 9 рай... 11.0-12.0 
Soviet Union 
fe О dese. veel 8.6 9.0 1.05 
(MES о 8.5 9.9 1.16 
OTST Sp ileal See ea eee 8.0 11> 0.89 


Sources; National yearbooks; CMEA Yearbook 1971; official documents on 
five-year plans and direct communications from governments, 


® Current prices, 


material intensiveness of production.*® According to this 
view, structural and organizational changes between 
branches and sub-branches of industry affect the ratio 
considerably by changing the degree of double counting 
of material inputs, and this has little to do with the 
consumption of materials, fuels, and energy per unit of 
output. Some Czechoslovak authors,** who seem to 
follow this line of reasoning, draw attention to the con- 
nexion between cost increasing co-operation between 
enterprises, and to the linking of material incentives 
(permitted growth of average wages and of bonuses for 
management) with the fulfilment of planned productivity 
targets calculated in terms of gross production. The 
maximization of gross output in this case is given first 
rank in the hierarchy of values at the enterprise level and 
may lead to superfluous inter-industry shipments which 

29 Mieczyslaw Kucharski, ‘“Statystyka i Polityka Gospodareza— 
Produkcja Przcmystowa’’, Zycie Gospodarcze, No. 3/1972. 

20 It is argued that an adjusted gross output index, which would 
include material inputs and services rendered from outside sectors 


and from imports, but exclude inputs from within manufacturing 
industry could be a better instrument for observing the material 
costs of production. 

31 1, Cyhelsky and М. Matéjka, “Vykony versus Zisk”, Hos- 
poddaiske noviny, №. 6/1972. 


TABLE 3.2 


Annual growth rate of producer- and consumer-goods otput 


(Percentages ) 
a ae es ee ee 
Producer Consumer 
Кай 

в ив 
Albania 
вЫ 5, eg me a fe 
1966-1970 ..... 15.8 9.6 1.64 
1971-1975 plan (12.35) (7.3) 1.69 
Bulgaria 
1961-1965 ..... 14.1 9.4 1.50 
ИИ eae 11.9 11.4 1.04 
1971-1975 plan 11.0 8.5 1.29 
Czechoslovakia 
1961-1965 ..... 5 4.6 1.24 
1966-1970 ..... Holl 6.2 1.15 
1971-1975 plan 
German Democratic 

Reoublic 

1961-1965 ..... 6.3 4,9 1.29 
ПТС ба в 7.1 5,0 1.42 
1971-1975 plan 
Hungary 
1961-1965 as Wal 3 0.92 
1966-1970 ..... 5,9 7.2 0.82 
1971-1975 plan : 
Poland 
1961-1965 ..... 9.7 6.5 1.49 
19661970... 9.4 6.5 1.45 
1971-1975 plan®. . . 8.7 7.3 1.19 
Romania 
1961-1965 ..... 1557 10.5 1.50 
1966-1970 1... 13.0 9.5 1.37 
1971-1975 plan (12.35) (10.25) 1.20 
Soviet Union 
1961-1965 ..... 9.6 6.3 1.52 
1966-1970 ..... 8.6 8.3 1.04 
1971-1975 рав... 7.9 8.2 0.96 


Sources: СМЕА Yearbook 1971; Five-year plan documents. 
NotTe.—Figures in parenthesis are the mean of the planned range of growth. 
а In 1971 prices. 


boost the gross output success indicator relative to the 
growth of value added. On the other hand, the increased 
emphasis on the economic return of the enterprise as the 
main success indicator may lead, in a monopolistic 
organizational setting and in the absence of effective price 
control, to an inflationary growth of value added, which 
is not sufficiently deflated in the statistical presentation 
because of imperfections in the price indices. In such a 
case the faster growth of net output relative to gross out- 
put may be partly due to the statistical imperfections of 
the indicator. 


32 Economic Survey of Europe in 1969, part Il, pp. 6-7. 


Wee ar ee ee ee ee 


Growth of producer- and consumer-goods output 


Changes in the relative growth of producer- and con- 
sumer-goods output are of considerable interest in view 
of the great emphasis given to increases in the standard 
of living in the Five-year Plans. Throughout the whole 
period of socialist industrialization, producer-goods out- 
put has generally expanded faster than consumer-goods 
output, but in the last quinquennium there has been a 
gradual shift towards consumer goods.** The ratio 
between the growth of the two sectors changed in 1966- 
1970 in favour of consumer goods in five countries out 
of the eight, although the growth of producer goods was 
still faster than that of consumer goods in all countries 
except Hungary (table 3.2). 


In the current Five-year Plans five countries give infor- 
mation on the relative growth of the two sectors. A 
further shift in favour of consumer goods is planned in 
Poland, Romania and the Soviet Union, but only in the 
Soviet Union is the growth rate of consumer goods to be 
faster than that of producer goods. In Albania and 
Bulgaria, on the other hand, a shift in the ratio in favour 
of producer goods is planned. 


Changes in the ratio have to be interpreted with care 
because the relationship is influenced by the degree and 
pattern of international specialization of a country. 
Obviously it is less meaningful in a small country with a 
highly specialized branch structure and a large trade 
dependence than in a big country with a complex indus- 
trial structure based on rich material resources and, con- 
sequently, with relatively smail trade shares. Thus, in the 
Soviet Union, changes in the ratio between the growth 
rate of producer and consumer goods output can be 
directly related to consumption. In the new Five-year 
Plan, for the first time in the history of Soviet planning, 
the growth rate of the consumer-goods sector in industry 
is to be faster than that of producer goods. While this is a 
continuation of a development which began three years 
ago, it should be noted that the Plan for 1966-1970 did 
not foresee such a change in the growth pattern; nor was 
there such a shift for the period as a whole, although the 
gap between the two growth rates narrowed considerably 
compared with earlier years. 


Percentage share of 
(A) producer and (B) consumer goods in Soviet industry 


(A) (B) Total industry 
LOGOS race te ate 72.5 27 100 
1965 ey eer ee 74.1 25.9 100 
о ae time oe 73.4 26.6 100 
О ое лан С Weel 26.9 100 


Source: Yearbook 1970, р. 133. 


| Nove.—Percentage breakdown calculated from gross Output figures at current 
prices, for 1975 at constant prices of 1970. 


It should also be borne in mind that the planned 
change in relative growth rates in favour of consumer 
goods can change the proportions between the two sectors 


°° Economic Survey of Europe т 1969, part Il, pp. 6, 14, 19 
and 23; and Economic Survey of Europe in 1970, part П, pp. 93-94. 


only slowly because of the much bigger share of producer 
goods in total industrial output. 


The higher growth rate for consumer goods in the. 
present Soviet Five-year Plan necessary to achieve the 
planned rise in living standards has been made pos- 
sible by the previous development of productive capa- 
cities.24 It has been stressed,®* nonetheless that for the 
whole economy the production of means of production 
will continue to grow faster than the production of 
consumption goods. The faster growth of the production 
of means of production will be even slightly more 
pronounced than in the preceding five years which 
should help to compensate for some underfulfilment of 
the Eighth Five-year Plan targets in putting new capa- 
cities into operation, as well as increasing capacities in 
agriculture, in transport and in the branches producing 
consumer 2004$.38 


The two objectives—faster growth of the consumer- 
goods sector in industry and, specifically in manufacturing, 
and faster growth of the production of means of pro- 
duction in the total economy (which also includes raw 
materials and agricultural products designated for indus- 
trial processing) are certainly not identical and are quite 
compatible with each other. Besides, the growth rates of 
the two groups within industry are calculated on the basis 
of wholesale prices of enterprises (without turnover tax), 
while those for the two divisions of the total national 
economy are based on final use prices (after inclusion of 
turnover tax and deduction of subsidies). In this res- 
pect, it is also of interest that according to some 
rough calculations made in the Soviet Gosplan, the pro- 
ducer-goods sector will continue to expand faster than 
the consumer-goods sector when the calculation is in 
terms of final use prices (market prices).37 This would 
apparently imply that within the consumer-goods sector 
there will be a shift to commodities bearing a relatively 
smaller turnover tax burden. Consumer goods are pro- 
duced by the food-processing and by the light industries, 
and to an increasing extent also by heavy industry 
(mainly engineering). As the text-table on p. 126 shows, 
consumer-goods output produced by heavy industry will 
grow much faster than that produced by the light and 


34 The growth of investment outlays in the consumer-goods 
industry during 1966-1970 was much faster than in producer- 
goods industries. On the other hand, investments in consumer- 
goods capacity was still only 15 per cent of total industrial invest- 
ments: 

Investment outlays in Soviet industry (at 1969 prices) 


__1961-1965 1966-1970 Growth (%) 

Million Percent Million Percent 1966-1970 

roubles share roubles share 1961-1965 
Пола, р. 91249 100.0 126 230 100.0 138.4 
Group А (producer goods) . 79 238 86.8 107 245 85.0 135.4 
Group B (consumer goods) . 12 011 13.2 18 985 15.0 158.1 


Source: 1970 Yearbook, p. 483. 


35 For example, F. Kotov, “The problems of the Ninth Five- 
year Р!ап”, Voprosy ekonomiki, No. 4, 1971; and A. Dorovskikh, 
“Оп proportions of producers’ and consumers’ goods sectors” 
Planovoye Khosiaystvo, No. 9, 1971. ; 

°° F. Kotov, “The problems of the Ninth Five-year Plan” 
Voprosy ekenomiki, No. 4, 1971. р 

37 А. Dorovskikh, “Оп proportions of producers’ and соп- 
sumers’ goods sectors”, Planovoye Khosiaystvo, No. Ye yl. 
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TABLE 3.3 


Ratio of growth rates of some major industrial branches to over-all industrial growth rates 
(Over-all industrial growth = 1) 


Se ee a a a ee 


Sources; National statistics; CMEA Yearbook 1971; Five-year plan documents; 
direct communications from governments. 

з 1955-1970. 

>’ Commodity production classified by industrial ministries. 

< Computed from electricity generation in physical terms. 

4 Commodity production of fuel and energy. 


food-processing industries. Compared with the preceding 
five-year period, consumer-goods output of light industry 
will slow down and that of heavy industry will accelerate. 
It is to this shift that the phenomenon of faster growth 
of consumer-goods output in wholesale than in market 


prices must be related. 


The branch pattern of growth 


The national plans generally stress the importance of 
structural changes for improving the efficiency of indus- 


Buildi: i 
Energy Fuel Metallurgy Engineering Chemicals НЫЕ и. ны 

Czechoslovakia 

ieee COE ou dee at 1.08 0.78 1.01 1.43 1.54 1.24 0.69 0.59 

ces or ie al, haar: 1.35 0.94 1.02 1.25 2.06 0.65 0.71 0.56 

Веда $ 1.04 0.74 0.75 1.30 1.42 0.97 0.72 0.57 

97 ра ай. 1.20 0.41 0.80 1.25 1.50 1.30 0.88 0.49 

German Democratic Republic 

О-о 0.94 0.63 0.75 1.29 1.04 1.15 0.62 
reel paca So, SO eens 0.97 0.95 0.66 1.36 1.28 1.21 an 0.48 

L9GG=19702" egos. os eS 0.74¢ 0.494 0.97 1.28е 1.23 0.92 0.83 

ПА ЕО о 5 0.93 е 0.904 0.92 1.45е 1.33 1.00 0.93 

Hungary 

О ee ee eee 1.06 0.591: 0.90 1.21 1.61 0.93 0.87 0.78 

Об eee 1.11 0.68! 0.68 1.21 1.73 0.81 0.79 0.95 

1966 О Е. 1.24 0.23: 0.95 1.27 1.89 0.68 0.74 0.71 

ТЭЕ=197 5 рта Пао... 1232 0.26! 0.75 1.00 1.51 1.56 1.03 0.69 

Poland 

О es a wk с. 1.16 0.54 0.88 1.78 1.51 1.00 0.88 0.59 

О 1905 eee ey et ee fee 1.25 0.61 0.82 1.68 1.62 0.98 0.68 0.49 

О fs say so SS 1.01 0.77 0.82 1.55 1.54 0.86 0.85 0.31 

19711975: Ва ель 0.99 He 1.26 1.19 0.89 0.84 0.53 

Romania 

S502IS7OF tetas Sy ae Rs 1.43 0.72 1.10 1.49 1.84 1.20 0.83 0.68 

ПОТЕ Об ts ew SOG eae. 1.63 0.63 0.97 1.34 2.03 1:27 0.84 0.67 

1966=197/0 Bee re els ls РС 1.45 0.50 1.04 1.35 1.81 1.03 0.96 0.53 

1971-1975 рай... 6 as cs ss 1.00 0.63 0.86 1.32 1.52 1.07 0.88 0.79 

Soviet Union 

KOD5OS197 Oy ge eres Ss Pa es 1.26 0.73 0.958 1.44 1.35 1.31 0.76 0.79 

ое ase ee «Sw fe os 1.42 0.76 0.938 1.44 1.66 1.03 0.31 0.86 

TOGG=19 7 OMe ec ee eile sh ee wl 1.06 0.67 0.672 1.38 1.44 0.96 1.01 0.67 

ПО рав ое. 1.06 0.76 0.68Е 1.36 1.44 0.88 0.85 0.78 

Area average™ 

TO5O0=19 7 OM ware oe Е. 1.16 0.67 0.93 1.44 1.48 1.14 0.81 0.68 

96 об еее 1.29 0.76 0.85 1.38 1.73 0.99 0.67 0.67 

О А ie ome oO, ek oe Won or oh 1.09 0.57 0.87 1.36 1.56 0.90 0.85 0.56 

ПОРА iis a ic wm. есь 1.08 0.59 0.85 1:27 1.42 1.12 0.90 0.66 


© Branch classification. 

г Only mining. 

= Excluding non-ferrous metallurgy. 
в Unweighted. 


trial production. The changes are mostly planned to 
occur inside the major industrial branches. At the level 
of the major branches themselves, deviations from earlier 
patterns seem to be generally less significant (table 3.3). 
Chemicals and engineering are still the most dynamic 
industries with growth rates above the total industrial 
growth rate, while food processing and the fuel industries 
generally grow much slower than total output. 


However, there are some exceptions to this pattern. 
Building materials, which in the past five-year period 
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Be о ge eee 


Structure and growth rates of output in consumer goods sector in Soviet ‘industry 
eis on a ea, en Ee eee 


Percentage share 


Light industries ..... 26.4 
Food processing .... . 54.6 
ТРЕЕ ПОЗ ВИ 5 обе в 2 19.0 
Total output of 

consumer-goods sector 100.0 
Of which: 
Production of cultural and 

amenity goods..... . 10.7 


Percentage growth rates of output 
NOL LI a he а EAN fehl ete 


1970 1975 1970 1975 plan 
plan 1965 1970 
28.8 ca. 27 162 139 
48.6 ca. 44 134 135 
22.6 292 174 ca. 190 
100.0 100 149 149 
13.3 са. 16 187 180 


Sources: 1970 Yearbook, Five-year Plan documents. 


Nore.—Heavy industry in this breakdown is defined in broader terms than conventionally used, and includes con- 
sumer goods produced by the following branches: Engineering, Fuel and Energy, Chemicals and Pharmaceuticals, Wood 
and Wood-processing including furniture, construction materials, glass, china, and ceramics industries. 


в Ekonomicheskaya Gazeta, No. 7, 1972. 


grew at less than the unweighted area average, feature in 
the current five-year plan period among the industries 
with above average growth. The ratio of the growth of 
this industry to total output growth will increase to above 
one in Czechoslovakia, Hungary and Romania and to 
about one in the German Democratic Republic. The 
increasing importance of the building materials industry 
is closely related to the planned acceleration of growth of 
housing construction in the countries mentioned (table 
D2). 


Energy is another branch which in the current medium- 
term plan period is to receive increased attention. Its 
elasticity of growth relative to over-all industry growth is 
to increase in most countries except Bulgaria and Romania, 
where it will decline.** 


Other shifts in the branch structure are restricted to 
individual countries. In Poland, metallurgy and the food- 
processing industries will expand faster than in the last 
quinquennium; the growth rate of metallurgy after 
10 years of slower than average growth will now expand 
faster than average. In Hungary, the engineering industry 
will expand in line with over-all industrial output 
considerably slower than in the earlier period. On the 
other hand, the growth of the light industries is to 
accelerate and its elasticity relative to over-all industry 
growth will increase considerably. 


The opposite tendency can be observed in the Soviet 
Union where light industry will expand slower than the 
over-all rate while in the preceding period it grew slightly 
faster. Apart from this shift the branch pattern of growth 
in the Soviet Union will remain remarkably stable. The 
productivity of labour in individual branches is generally 
to accelerate but the rank order of branches according to 
productivity growth will hardly change (see text-table 
below). 


38 Tn Romania the growth of the energy branch will slacken from 
an average of 16.5 to 11.5 per cent. In Bulgaria the decline will be 
from 13.8 to some 10 per cent. 


More significant shifts are envisaged within branches, 
as a result of technological progress, increased specializa- 
tion and co-operation between the CMEA member 
countries, shifts in demand for consumer goods, and 
improved product quality. 


Only a very brief summary of the intra-branch changes 
envisaged in the national plans can be given here; the 
material in the national plans is in any case too hetero- 
geneous to allow a more systematic treatment. 


In the energy and fuel industries the main emphasis is 
on the further development of large electric power 
generating units (in the Soviet Union from 300,000 up to 
1,200,000 kW capacity each), and bringing more atomic 
power stations into operation. In Bulgaria, Czecho- 
slovakia and the German Democratic Republic 39° the 
first atomic power plants will be put into operation and 
in the Soviet Union 12 per cent of the total increase in 
capacity will come from atomic power plants. Also 
improvement of transmission systems and the building 
of integrated power grids will make it possible to trans- 
mit electric power over long distances (e.g. from Siberia 
and Kazakhstan to the European regions of the Soviet 
Union). In all countries of the region the pattern of fuel 
and power consumption is to be changed by increasing 
the share of oil and natural gas, sometimes by domestic 
production but mainly by imports from the Soviet 
Union. While the output of the coal industry of the 
region is to grow only moderately, stress is laid on the 
technical re-equipment of the industry, which should 
allow for the comprehensive mechanization and auto- 
mation of arduous and labour-intensive processes. As a 
result productivity in the coal industry is generally 
planned to grow faster than output to an extent which 
should allow for a decline in the work force. (In the 
Soviet Union output per man is to grow by 40 per cent 


which should permit a reduction of the work force by 
20 per cent.) 


°° In Romania the construction of the first atomic power plant 
will be started within this five-year period. 
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Changes in output and labour productivity in industrial branches of the Soviet Union 
(Average annual percentage change ) 


en Ее 


1961 to 1965 


Output 

UGE See eet sos Seer 8.6 
Веги a 2.3 
Buel ey cae ee ee 6.5 

Coaliexttactionma iran 2.5 

Оехпаспон ee 10.4 

Gasiextractionmaenen ее 22.3 
Metallurgy (ferrous) ....... 8.0 

(mon-ferrous) ..... ый 

ОИ 4 5 бр годовое 12.4 
Chemicals 
Petto-chemicals ee teen... 14.3 
Building materials ........ 8.9 
Wood and wood processing 
Cellulose and paper 2 
АИ 5 3 6 dR вон = 2-1) 
ТОО ОИ 5 о = 4 ek 5 8 8 7.4 


1966 to 1970 1971 to 1975 plan 


Output Output Output Output Output 

per man per man per man 
4.6 8.5 57 8.0 6.8 
6.1 9.0 5.6 8.5 7.0 
6.5 5.8 6.8 6.1 
3:7 1.6 Dal Ban 
8.8 Ui Wea 7.0 
a Qe a 9.9 5.4 
4.9 57 4.4 5.4 5.4 
ae о an 7.0 7.0 
(057 Ia Talk 10.9 8.5-12.5 
6.8 1222 7.6 10.5 ies 
И.Э 8.5 5.6 7.0 6.2 

6.2 

3.9 5.6 5.4 6.1 a 
0.6 8.6 529 6.8 6.1 
4.4 5:0 8:7 6.2 5.6 


Sources: Statistical Yearbook 1970; Five-year Plan documents. 


Attention is also focused on the raw material industries. 
Ferrous metallurgy output will generally grow less than 
total industrial output (except in Poland), reflecting the 
decreasing material intensiveness of total output, but 
modernization of the industry is planned in several 
countries; this applies also to the generally faster growing 
non-ferrous metals industry. Larger unit capacities are to 
be built and the share of steel smelted in oxygen con- 
verters and produced by continuous” pouring is to 
increase.*° High quality steel, and a wider range of 
shapes and sizes of finished rolled steel should lead to 
economies in the consumption of steel in the engineering, 
construction and transport industries. Tube production, 
especially of large-diameter gas pipes and precision 
tubes*is planned to expand rapidly. 


In the chemicals industry faster than average growth is 
planned in most countries for oil refining, mineral fer- 
tilizers, where emphasis is given to highly concentrated 
and compound kinds, chemical fibres, plastics and resins, 
and synthetic rubber. Production of motor-vehicle tyres 
is to expand considerably and in several countries house- 
hold chemicals will also expand rapidly (in the Soviet 
Union, for example, to increase by 90 per cent). 


In the engineering industry the smaller countries of the 
area will concentrate on fewer development and produc- 


40 The share of total steel output smelted in oxygen converters 
will increase to 30 per cent in the Soviet Union and to 27 per cent 
in Czechoslovakia. 


tion programmes as a result of the greater degree of 
specialization and co-operation between the CMEA 
member countries. 


Within engineering, the electrotechnical and electronics 
industry is generally to expand at the fastest rate with 
most emphasis on the output of automation equipment 
and instruments (in the Soviet Union the output of elec- 
tronic computers is to increase by 160 per cent). In the 
machine tool industry priority is given to forging and 
pressing equipment. Several countries plan for rapid 
growth in the production of numerically controlled 
machines, and of machines for the light and food pro- 
cessing industries. The current plan period will also see a 
rapid expansion of the motor vehicles industry in several 
countries, such as Poland, Romania and, particularly, in 
the Soviet Union, where the production of passenger-cars 
is to increase from 344,000 units to 1,260,000 units in 
1975. The huge project of the Kama Auto Works has a 
planned annual production of 150,000 diesel lorries and 
track-and-trailer trains. The engineering industry will 
continue to produce a growing variety of consumer 
durables, output of which in the Soviet Union is planned 
to increase by 120 per cent. 


The re-equipment of the light and food processing 
industries is to proceed faster than in the last planning 
period which should facilitate not only an increase in 
labour productivity but also the introduction of a more 
varied range of high quality consumer goods. 
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(ii) Agriculture 


The planning of agricultural output has always been one 
of the most sensitive parts of the five-year plans. On the 
one hand, the agricultural sector is still more important 
for the growth potential and stability of the economy 
than one might assume on the basis of the share of agri- 
culture in the net material product.*! On the other hand 
the weather can easily upset forecasts of agricultural out- 
put and it is difficult to determine the immediate res- 
ponse of output to changes in inputs or to changes in 
policy. By and large, there has therefore been a tendency 
to assess the growth potential of the agricultural sector 
with relative caution. Nevertheless, six out of the eight 
countries of the area expect faster growth than in the last 
planning period (a deceleration is foreseen in Czecho- 
slovakia and Bulgaria). Four countries, namely Albania, 
Hungary, Poland, and Romania also expect faster growth 
than planned in the preceding quinquennium. This is not 
surprising for Hungary and Poland because actual agri- 
cultural performance was better than planned. The 
Albanian and Romanian plans evidently calculate either 
that the underfulfilment of the last plan was the result 
of exceptionally bad weather or assume other sources of 
growth which would justify a planned growth rate higher 
than in the previous plan. The output targets in the 
German Democratic Republic are somewhat higher than 
actual performance but lower than the plan targets of the 
preceding medium-term plan. 


Soviet Union 


The plan for expansion of agriculture in the Soviet 
Union is of special interest. The rates of growth of the 
entire economy and of the standard of living of the 
population depend in many respects on the successful 
development of this sector, which is affected by the 
particularly uncertain climate of the Soviet Union. The 
five-year plan is a step in the fulfilment of a comprehen- 
sive, long-term agricultural development programme 
adopted in July 1970. This programme takes into account 
all the factors determining the development of agriculture. 
At the same time it has been made clear that this is 
essentially a long-term programme which cannot be 
completed in a five-year planning period.42 However, it 
is expected that the plan should allow the expansion and 
systematic improvement in the coming years of the 
supply of foodstuffs and raw material. At the same time, 
the dependence of agricultural production on the vagaries 
of nature should be reduced. 


Total agricultural output is planned to increase by 
20 to 22 per cent, marginally faster than in the preceding 
period. No separate plan targets for crop and animal out- 
put are given, but from the planned growth of some of 


41 This is connected with relative prices as the overwhelming part 
of the turnover tax on products for which agriculture provides the 
material inputs is included in the value of the products of the light 
and food industries. 


3 L. Brezney, Report of the CPSU Central Committee to the 
24th CPSU Congress, Moscow 1971. 


the main products it seems that animal output is to 
increase faster than crop output, in contrast with the 
pattern of the last decade (text-table below). 


The growth targets for all the main crop products 
except vegetables are less than those actually achieved in 
the last planning period. This does not imply that it will 
be easy to fulfil these targets. The rise in crop output 
during 1971-1975 will not be accompanied by an increase 
in the total agricultural area and output per 100 hectares 
of agricultural land will have to grow by nearly one- 
third.42 Grain production remains the key problem. 
Although the growth target for cereals is less than that 
achieved in the last quinquennium, it will have to be 
based solely on higher yields (which must increase by at 
least four quintals per hectare over the average of the last 
quinquennium to reach 17.5-18.0 quintals per hectare). 
While annual average cereals output is to increase by 
16 per cent over the last planning period, annual pro- 
curement of grain is to reach 80-85 million tons, a growth 
of 21-29 per cent. Fixed targets for State purchases 
remain at 60 million tons a year throughout the new 
planning period, but as this procurement programme 
does not meet the country’s need, producers are asked 
to offer at least 35 per cent above their grain quota to the 
State at higher prices (50 per cent premium). For other 
crops and animal products, collective and State farms 
are also obliged to offer for sale quantities above the 
State procurement plan at higher prices.** If the sale to 
the State of planned and above-planned quantities 
becomes obligatory, then the only difference between the 
two kinds of State purchases is in different price level, 
and that private plots are exempted from this obligation. 


Livestock numbers in the Soviet Union 
(Million head at the end of the year) 


1965 1970 1975 plan*® 
Cattle x ty tes arse tare i ae 93.4 99.2 109 
PIGS aera nash an tee i ae 59.6 67.5 1 
Sheepiand оао. 135.3 143.4 155 
8 Savitskiy, Ekonomika selskogo khoziaystva, No. 1, 1971. 


The increase in grain production is closely related to 
the targets for animal output. Indeed, it could be said 
that the emphasis is not so much on food grain, which 
is assured except under exceptionally bad weather condi- 
tions, but rather on solving the feed grain problem for 
the faster developing animal husbandry. Both increased 


13 А. М. Kosygin, Report on 1971-1975 Five-year Plan to the 
USSR Supreme Soviet Session, 24 November 1971, and Izvestia, 
25 November 1971. 


** I. Khoroshilov (Head, Chief Directorate of Grain, USSR 
Ministry of Agriculture), “Моге stable rates for grain production”’ 
Ekonomika selskogo khoziaystva, No. 12, 1970. ; 

15 On the relation of output and procurement plan targets for 
animal products in 1975, see Economic Survey of Europe in 1970 
part П, р. 82. ‘ 
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Agricultural output in the Soviet Union 
(Annual average totals and indices ) 


kr i Eo athe ems ees. Bene | Se 


Unit 1961-1965 
Totalloutputs оо сою Billion roubles at 1965 
constant prices 66.3 
Croproutputs ово вов Billion roubles at 1965 
constant prices 33.4 
Cereals (production) . . . Milliontons ..... 130.3 
Cereals (State procurement) Milliontons ..... 51.6 
Cotton flr ее | ИОВ ПО № 4.99 
Sugar-beet ....... ПА ie 59.2 
Ве и. Milliontons ..... 81.6 
НУ а о о да Мот tons ..... 16.9 
RICC oA, ee ea ee Million tons ..... 0.58 
Animal output? ...... Billion roubles at 1965 
constant prices 32.9 
ао ene Millionstons marae 9.3 
И но ое Е 11660 обоев 64.7 
И А и о к о ро в 28.7 
Wool ta м - Thousand tons 362 


Indices 
1966-1970 i? ieee 8 1966-1970 — 1971-1975 plan 
1961-1965 1966-1970 _ 
80.3 96.4-98.0 121 120-122 
40.5 48.2-49.0* 122 119-121* 
167.5 195 129 116 
65.9 80-85 128 121-129 
6.10 6.75Ъ 122 111 
81.0 ae 137 ie 
94.8 106 116 112 
19.3 25 114 130 
1.28 2 221 156 
39.7 48.2-49 .0* 120.5 121-123* 
11.6 14.3 125 123 
80.5 92.3 124 115 
35.8 46.7 125 130 
397 464 110 117 


Sources: Statistical Yearbook 1970; CMEA Yearbook 1971; Five-year Plan 
documents. 


а Figures for 1971-1975 estimated on the basis of the output growth of main 
products and their respective shares of total output in 1966-1970. 


livestook numbers and animal productivity are to con- 
tribute to the increase in output. Though data on livestock 
numbers and for animal productivity have not been 
published in the official documents, some estimates are 
available. 


The creation cf a stable fodder base at the earliest 
possible date is considered a major requirement for the 
development of the animal sector. A considerable increase 
is planned in the production of hay, silage and root crops. 


The production of maize, barley, oats and other 
fodder crops, which is at present insufficient, will be 
substantially increased .** 


On these assumptions, animal output should increase 
somewhat faster than in the last period. Output of meat 
(slaughter weight) and milk will increase somewhat 
slower, and egg and wool production faster, than in the 
last quinquennium. 


For increasing animal output the main attention 1$ 
understandably devoted to the State and collective farms. 
However, at present, personal plots of the rural popula- 
tion still hold a considerable though diminishing share of 
agricultural production, especially of animal products.*” 
State and collective farms and the public authorities are 


46 Because of fodder shortages great quantities of wheat were 
used as fodder in 1970 and in some previous years. 

47 Private plots supply between one quarter and one-third of the 
gross agricultural product consisting overwhelmingly of animal 
products such as meat, milk and eggs. (In 1970 35 per cent of meat 
output, 36 per cent of milk, and 53 per cent of eggs were produced 
on private plots. Salskaje Khozyaistvo, SSSR, Moscow 1971.) The 


> 7.0-7.2 million tons in 1975. 
с Years 1965, 1970 and .975 and corresponding ir sicss. 
4 Slaughter weight. 


therefore asked to extend the necessary assistance to 
collective farmers and State farm employees in acquiring 
livestock and poultry and essential feed supplies.*® Never- 
theless, the contribution from perscual subsidiary plots 
to total agricultural output is expected to decline grad- 
ually, and the average earnings of collective farmers from 
this source are expected to fall from 32 per cent of their 
total income in 1970 to 25 per cent in 1975.49 


To fulfil the output targets the agricultural and 
related sectors are to invest, within the five-year plan 
period, 129 billion roubles (at 1969 prices) or 47 billion 
more than in the preceding five years (text-table below). 
If investment in the supporting industries is included 
the total is 159 billion, an increase of 59 billion over the 
last quinquennium.® This larger total, which includes 
investment outlays for the industrialization of Soviet 
agriculture, amounts to 32 per cent of all fixed capital 
outlays. This should be compared with the share of 
agriculture and related sectors in total investment of 
26 per cent in 1961-1965 and over 29 per cent in 1966- 
1970,= 


necessary feed inputs, however, are provided mainiy by the col- 
lective and State farms. Cf. A. Yemel’yanov, “Economic conditions 
and growth rates in agriculture”, Voprosy ekonomiki, No. 8, 1970. 

48 |, Breznev, Report of the CPSU Central Committee to the 
24th CPSU Congress, Moscow 1971. 

4 |. A. Gorlanov, Torzhestvo Leninskogo kooperativnogo plana, 
Znanie, Moscow, 1970. | 

50 А. Kosygin, Directives of the Five-year Plan for 1971-1975 
{report to the 24th CPSU Congress), Moscow 1971. 

51 Finansy SSSR, No. 10, 1970. 
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Investments, deliveries and other agricultural inputs in the Soviet Union 


ee | Ae neat, и рее ee АЕ ое 


Five-year totals 


Indices 


1971-1975 plan 


i 1970 
р 1961-1965 1966970 ЭТ БУ о 
о SR Bee Ань es eS 
Total investinents* Billions of roubles 48.6 82.2 128.6 169 156 
at 1969 prices 
of which: 
Productive investments Billions of roubles 38.0 59.8 106” 157 177 
at 1969 prices 
МЕ о a hls Billions of roubles са. 29 ca. 51 82.2 176 161 
at 1969 prices 
Productive investments Billions of roubles 21.4 36.3 70.7 179 195 
only at 1969 prices 
Kolkhos . Billions of roubles са. 19.5 ca. 3] 46.4 159 150 
at 1969 prices 
Tractors . Thousands 1 076 1 465 1 700 136 116 
Grain combines Thousands 387 469 541 121 5 
Trucks® . ree: Thousands 379 717 1100 189 153 
Mineral fertilizers * . Million tons All 45.6 72 168 158 
Electric power® . Million kWh 21.1 38.6 75 183 194 


Source: Statistical yearbook 1971; Five-year Plan documents; Р. Polegaev, “Capital investments in agriculture’, Voprosy 


ekonomiki, No. 7, 1971, and secretariat estimates. 


а Including non-productive investments in the agricultural sector, in agricultural research establishments, and in construction 


and assembly plants serving the agricultural sector. 


b Estimate based on data for productive government investments (70.7 billion roubles) and en the assumption that the share 
of productive investments in the collective farm sector will remain the same as in 1966-1970. 


© Including special purpose trucks. 
4 Supplies in last year of each planning period. 


Even the lower figure of 129 billion roubles includes поп- 
productive investments in State and collective farms, as 
well as investments in research establishments and in 
construction and assembly plants directly serving the 
agricultural enterprises. 


No data are given for total productive investment, but 
from information on the volume of productive investment 
in the State farm sector, it is estimated that total pro- 
ductive investment wiil increase considerably faster than 
total investment. It is also planned to increase the share 
of investment in machines and equipment. In the State 
farm sector construction works will take 61.4 per cent of 
total investment outlays compared with 65 per cent in the 
preceding period.® 


Investment in the collective farm sector, although 
expected to increase at a slower rate than total investment 
outlays, will still rise by 50 per cent over the preceding 
period. These additional outlays will to a great extent be 
financed by increased State purchase prices for animal 
products 53 and by a 50 per cent premium (previously paid 
only for grain) for above-plan purchases of livestock, 
milk, wool and eggs. This premium, previously paid only 
for grain, will be paid to collective and State farms 
provided their livestock inventories do not fall. 

Investment will also be made for the further mechaniza- 
tion of agriculture particularly in trucks and equipment 
for livestock production. The supply of electric power to 
agriculture will be almost doubled, and there is an ambi- 
tious programme for land improvement which involves 


ES) eae Poletaev, “Capital investments in agriculture’, Voprosy 
ekonormiki, No. 7, 1971. 


53 From 1 May 1970. 


Investment ratios, incremental capital-output ratios, and 
output per man in Soviet agriculture 


1961-1965 1966-1970 1971-1975 plan 


1. Gross output (five-year 


totals in billion roubles)@ . $315 401.5 486> 
2. Gross production invest- 

ments (five-year totals in 

billion roubles) ¢ 38.0 59.8 106* 
3. Investments as a percen- 

tage of output ..... 1S 14.9 21.8 
4. Annual growth rate of 

ОО а ee eS 3.9 gee, 
5. ‘ncremental capital-output 

тацо, (3-4) .... . 5.0 3.8 5.6 

3.4 2 6.5—7.0 


6. Output рег тапе 


Source: СГ. preceding tables. 

® Constant prices of 1965. 

> Mean of the planned range of output targets. 
> Constant prices of 1969. 

4 Five years together over previous five years. 
© Socialist sector. 


3.2 million additional hectares of irrigated land being put 
under crops, 5 million more hectares being drained, and 
the irrigation of more than 41 million hectares of pas- 
ture.** 


1 А. М. Kosygin, Report on 1971-1975 Five-year Plan to the 
USSR Supreme Soviet Session, 24 November 1971, Izvestia, 
25 November 1971. It should be noted that in the past planning 
targets for land improvement schemes remained greatly underful- 
filled. Over 20 billion roubles are to be invested in 1971-1975 on 
land improvement. 


Output trends in main sectors of the economy 


_A characteristic feature of agricultural investment in 
the new Five-year Plan is that for the first time State 
capital outlays are to be invested not only in production 
projects but also in housing, communal and other social 
facilities in the countryside. 


The planned rates of output and investment growth 
and the expected fall in the ‘agricultural labour force, 
imply that, compared with the preceding period, output 
per unit of investment in the current five-year planning 
period will decline while output per man will accelerate. 


This pattern is in harmony with the level of develop- 
ment of Soviet agriculture which is still considerably less 
capital-intensive than Soviet industry. According to some 
Soviet authors a trebling of the present fixed capital 
stock should be aimed at in the future.* 


East European countries 


The medium-term plans for agriculture in the east 
European countries have a number of common features 
in spite of the differences in climate, soil, productivity 
and the institutional framework of the agricultural sector. 
All the countries aim at a continued and, in some in- 
stances, a considerable increase in output. All the plans 
imclude the objective of higher consumption of food- 
stuffs; most of them specify an increase in the volume of 
materials supplied to industry; and some (Bulgaria and 
Hungary) mention an increase in the volume of exports. 


The industrially most developed countries, Czecho- 
slovakia and the German Democratic Republic, which 
have become large importers of agricultural products, 
aim to meet all planned increments in the consumption 
of basic foodstuffs by home production. None of the 
countries of eastern Europe intends in the next few years 
to become more dependent on agricultural imports, and 
in some cases they intend to increase the share of exports 
in the output of agricultural and food products. 


Only Hungary and Poland have separate targets for 
crop and animal output (table 3.4). In both countries 
emphasis is on the faster growth of animal output, a 
reversal of the pattern in 1966-1970. The reasons given 
for this shift are changes in the pattern of home con- 
sumption and the opportunities for export. In both 
countries meat output is to grow considerably faster than 
during recent planning periods. The growth in milk and 
eggs output is more comparable with past performance. 


From a few individual product indicators or available 
data on State purchases, it seems that in Czechoslovakia 
and the German Democratic Republic animal output 
should also grow faster than crop output. In the former 
this would also imply a shift in comparison with the past, 
while in the latter a continuation of the previous output 
pattern. In Bulgaria, the growth of crop and animal 
output will apparently expand at similar rates as in the 
past. In Albania, the relatively faster growth of food 
grains and agricultural raw materials is emphasized in the 
Directives for the Five-year Plan. 


55 Voprosy ekonomiki, Мо. 2, 1971, p. 26. 
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Fodder crops, vegetables and fruit seem to be the 
products with a generally faster rate of growth than in 
the past. Some of the plans provide for a slower growth 
in the output of bread grains (or even for a decline as in 
Bulgaria) in favour of the expansion of grain fodder, 
which is essential for meeting the targets for animal 
production. (The plans do not consider the possibility 
of increasing imports of fodder.) In some plans the fast 
growth in production of various kinds of crude and 
compound fodder (Bulgaria, Czechoslovakia) is men- 
tioned especially. 


For crops the planned growth should be achieved 
mainly by higher yields, and only occasionally by increas- 
ing the area of arable land through reclamation schemes 
(Albania). An increase in the number of cattle and pigs, 
as well as higher animal productivity is the basis of the 
planned expansion of animal output. 


The output targets are to be implemented by a set of 
measures which generally involve the widespread appli- 
cation of industrial production methods and technology, 
the broader use of agricultural services of various kinds, 
and closer links between agriculture and the industrial 
sector. 


Investment funds (see p. 112 above and table 2.2) 
are to be used for the further completing or extending of 
the mechanization of all stages of crop production.® Гог 
the building and modernization of stables and styes, and 
for the mechanization in large-scale establishments for 
animal husbandry. Increased resources are to be devoted 
to enlarging and improving storage capacities, and for 
various schemes of land improvement. Some of the plans 
(Czechoslovakia, Hungary, and especially Romania) set 
specific targets for irrigation and drainage projects and 
make provisions against flooding. 


Most of the plans have targets for greater production 
and application of mineral fertilizers to ensure the planned 
increases in yields. 


Chemical fertilizer application per hectare of cultivated Jand 
(kg., pure content) 


1965 1970 1975 plan 
BU аа ео 131 200-210 
@zechoslovakia =. 5 . 6 15 169 220 
German Democratic Republic: 
о а паров 62 79 са. 125 
Рори 53 65 са. 85 
ПЕ соо Soc 86 102 са. 116 
а ey secede cea 56 122 190 
Polandite се 56 124 195 


Sources: Statistical yearbooks and Plan documents. 


While the above amounts of fertilizer may not be 
directly comparable between countries because of dif- 
ferent definitions, they do give an indication of the 

58 Specific targets for deliveries of tractors, various kinds of 
harvesters, and complementary machinery are given in the plans 
for Czechoslovakia, Poland and Romania. 
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planned increase between the terminal years of the various 
Five-years Plans, namely, between 30 and 60 per cent. 
Also the increased use of herbicides and pesticides is 
mentioned in some of the plans. 


Organizational and institutional changes are planned 
in some countries. In some of the plans (e.g. Hungary) 
assistance is to be given for a more intensive development 
of livestock raising in subsidiary household plots and in 
small peasant holdings. In Romania tax reductions and 
exemptions on the incomes gained from individual plots 
of co-operative members and individual producers 
should encourage production from this source. But the 
main emphasis is on the development of large-scale 
farming establishments, on concentration and specializa- 
tion. Most notably in Bulgaria, important changes in the 
organizational pattern of agriculture have already occurred 
in the last few years: 170 agro-industrial complexes were 
established, with an average area of 26 thousand hectares, 
varying between 7 thousand and 51 thousand hectares. 
One agro-industrial complex combines, on average, 5 to 6 


co-operative and State farms with an average of over 
7 thousand people working in each complex. 


In the German Democratic Republic, Czechoslovakia . 
and Romania concentration and specialization through 
looser forms of co-operation between various co-oper- 
atives and State farms are to be systematically developed. 
In Romania councils of co-operation between co-opera- 
tive farms were introduced which, together with piece- 
work rates and a guaranteed minimum income for the 
co-operative members contributed, according to official 
assessments, to the good results of 1971. In Poland, 
specific attention will be given to the development of the 
State farms. Their planned output growth for 1971-1975 
is nearly tw'ce as high as for agriculture as a whole. At 
the same time more effective support will be given to the 
development of co-operative farms 57 which are still in 
the minority in the Polish countryside. 


57 Р. Jaroszewicz, Report delivered at the 6th Congress of the 
PUWP. 


4. STANDARDS OF LIVING 


Attention has already been drawn to the importance 
given to the rise in the standard of living in the current 
five-year plans, where it is generally the main task for 
1971-1975. In the Soviet Union it is emphasized that this 
task should also determine the long-term orientation of 
the country’s economic development. 


Changes in some of the macro-economic proportions 
_ which should facilitate the implementation of a more 
consumer-oriented growth pattern have already been 
discussed. In this brief survey, it is the comprehensive 
nature of the social programmes contained in most of the 
plans which is emphasized. Indeed, it is just this com- 
prehensiveness of the planned measures which distin- 
guishes the present plans from their predecessors. As 
will be shown in the tables summarizing some of the 
comparable indicators, plan targets (in terms of per- 
centage growth) in specific social fields are not, as arule, 
greater than those actually achieved in the past. But the 
inclusion of many of these social objectives directly into 
the plan of economic development, the calculation of 
their opportunity costs as well as the assessment of their 
impact on the all-round advance of society are new 
features. At the same time, even with the planned changes 
in the macro-economic proportions, the increase in the 
standard of living is primarily determined by the growth 
potential of the respective countries, which limits the 
total allocation of resources to the various end-uses. 


The plans usually put primary emphasis on the increase 
of money incomes of the population. In some cases they 
refer in greater detail to incomes of wage- and salary- 
earners, of collective farmers and peasants, and to transfer 
incomes from public funds to the old and the sick, to 
mothers and children, or to students. In the Soviet 


Union, income-tax relief will supplement the effort to 
increase the incomes of the population. The increase in 
money income must be matched by an increase in the 
supply of consumer goods and services. Some of the 
plans identify goods and services which are in demand 
and for which an increase is considered to be significant or 
especially desirable. A large and increasing share of the 
resources designated for consumption is received in kind 
(mainly education and health services) and free of charge, 
or in the form of subsidized goods and services.** Quan- 
titative and qualitative improvements in housing condi- 
tions and in urban utilities receive priority attention in 
some of the plans. The quality of life is to be improved by 
measures of environmental protection and development 
of cultural activities. Most of the plans contain a pledge 
to keep consumer prices stable or even to allow for a 
reduction of some of them. Progress is planned in all 
these fields in 1971-1975, even if differentiated in scope 
according to national priorities. However, it is now 
widely recognized that even considerable improvements 
will not be sufficiently appreciated if they are achieved 
only in isolated fields of human well-being. 


The rise in real income per head of population is 
planned directly or indirectly (total incomes) in all of the 
plans. The definitions used in national statistics are not 
in all cases identical (in some cases the costs of free ser- 
vices provided by the State are included, as in Bulgaria 
and the Soviet Union), but annual percentage changes 
give an indication of the planned progress in this field. 


58 For some selective data on past changes in collective consump- 
tion, see Economic Survey of Europe in 1970, part II, p. 73. 


Real income and real wages 
(Annual percentage change) 


Real income per head of population 


Real wage per wage-earner 


1961-1965 1966-1970 1971-1975 1961-1965 1966-1970 1971-1975 
plan plan 
Albania a Bee 2.7-3.2 С i 
Bulgaria Е 4.6 6.0 4.6-5.4 1.9 3.9 : 
Czechoslovakia®....... 3.4 5.9 4.5 1.2 3) 5) 2.5-3.0 
German Democratic Republic” Dal 4.1 4.1 Del, 3.5 4.3 
ПОРА < 05 сб в о бб gee © 3. 6.0 4.64.9 eT. 3.4 3.0-3.4 
Poland . М: : 5.96 1.6 1.9 3.2-3.4 
Romania . р ie 7.0-7.9 4.1 37 an 
Soviet Union? . 3:5 5.9 5.6 ef 4.7 4.1 


Sources: National statistics; CMEA Yearbook 1971; and Plan documents. 


в Money income in real terms. 
> For wages socialist sector only. 


© Consumption of goods and services per head of population. 


4 For wages: nominal wages, but t 
and then fell by about 1 per cent till 1970. 


he index of State retail prices increased only by about 1 per cent between 1960 and 1965 
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The annual rates of growth of per capita income are as 
a rule similar or somewhat lower than in the preceding 
plan period, but higher than during 1961-1965. The 
deceleration exceeds one percentage point in Czecho- 
slovakia, Hungary, and Bulgaria. In Poland and Roma- 
nia, which plans the highest growth rate of all countries, 
the increase is very likely higher than in both preceding 
periods (comparable data are not available). 


As a rule, wages per wage- and salary-earner are 
planned to increase more slowly than real per capita 
income. This is the result of the combined effect of a 
faster increase in family incomes due to employment 
expansion, in some cases of a faster increase in farmers’ 
incomes, and of a faster increase in incomes from social 
funds. A significant exception is the German Democratic 
Republic where, since the share of the rural sector is 
relatively small and a further increase in activity rates is 
not feasible, average wages are to grow somewhat faster 
than per capita incomes. The German Democratic 
Republic and Poland also plan a faster increase in real 
wages than in the preceding quinquennium. Especially in 
Poland the planned acceleration in average real wages is 
significant since it is combined with a planned growth of 
employment outside agriculture of roughly 1.8 million 
persons (an annual growth of 2.8 per cent). The total real 
wage bill will therefore increase by about 6 per cent a 
year. While the increase in average real wages in Romania 
will be the same as in the previous period, employment 
growth will increase the total wage bill by 8.9 per cent a 
year. In other countries average wages are to increase at 
similar or rather slower rates than during 1966-1970. 


The Soviet Union’s Plan lists specific measures in the 
field of wage policy which should help to channel the 
planned wage gains into a more deliberate pattern. In 
the past, planned wage increases were usually exclusively 
limited to productivity gains in the productive sector 
leaving prevailing wage rates largely unchanged (or the 
changes made in the wage structure were not closely 
related to the medium-term plan). In the present Five- 
year Plan changes in the wage structure are planned 
much more concretely. New wage minima will be intro- 
duced from 1972 onward and the basic wage and salary 
rates of the middle-bracket of manual and office workers 
will be raised in steps, the entire process to be completed 
in 1975. Salaries of teachers and physicians will be 
increased in 1972 throughout the country by an average 
of about 20 per cent, and those of teachers in infant 
schools by an even higher percentage. The remuneration 
of the educational and health service personnel, as well as 
of other employees in the non-material services will be 
increased during 1974-1975. The introduction of higher 
minimum wages and the increase in earnings of the 
middle echelons of the labour force, should lead to a 
general narrowing of occupational wage differentials. In 
contrast to this development the gradual introduction or 
widening of existing regional differentials is also planned, 
which should help to attract manpower into the northern 
and eastern regions of the Soviet Union where increasing 
efforts will be made to exploit the rich material resources 
of these regions. The impact of the minimum wage 
policy will be increased by rescinding the income-tax on 


Volume of retail sales 
(Annual percentage change) 
ee oe 
1961-1965 1966-1970 1971-1975 plan 


Albania 

Тора заем. we > re tell 6.2-6.7 

Bulgaria 

рота За ts ae 6.8 8.7 6.7-7.0 
Rood SO eee 7.0 6.3 
а а а Е с 6.8 10.4 

Czechoslovakia» 

О За 0s seen 5 eee 92 6.3 5.1-5.4 
ООО, сы 37 4.6 3.4 
Моб: 2.8 8.3 7.0 

German Democratic Republic” 

ое и: с. 2.5 4.6 4.1 
Боб 2S ees 2.7 Su 
Чон, ве 2.1 4.2 

Hungary 

о за ее 5) 8.9 6.7-7.04 
Pood. he ere foe 6.0 7.4 
Молот и eee 4.5 10.4 

Poland 

Е совой 6.0 6.2 Tel 
GOOG! с ee ee 4.7 5.6 62 
INGLE Olina owe pod a TA 6.6 8.6 

Romania» 

Е о cee ое 9.9 8.3 7.0-8.0 
НО о ee 10.7 7.4 
Non-tood)2 ен ав 9.2 8.9 

Soviet ИпюопЪ 

ПОЕСТЬ ор о Баба 6.0 8.2 Пед 
ГОО se Aa canes eae 6.3 УЕ. 
он-то a ce cme ere 5.6 9.4 


Sources: National statistics; CMEA Statistical Yearbook, plans and plan- 
fulfilment reports. 


8 At current prices. > Socialist sector. 


the lowest wages and salaries and by lowering the tax 
rates on other low wage and salary incomes. 


Some of the other countries (Hungary, Czechoslovakia, 
German Democratic Republic) also contemplate selec- 
tive changes in the existing wage structure but no 
details have been given in the official Plan documents. 


In Hungary, Romania, and the Soviet Union, specific 
targets for the increase in incomes of collective farmers 
have been set. In Hungary, the rise should be the same 
as that for wage- and salary-earners; in Romania and 
the Soviet Union higher growth rates have been set. In 
the Soviet Union, receipts from work in the collective 
farms per active farmer are to go up by 5.5 per cent; in 
Romania receipts from both work in the collective farm 
and on individual plots are to rise by 4.1-5.4 per cent 
per year. 


In most countries, improvements in pension schemes, 
family or children’s allowances, maternity leave, health 
benefits and students’ scholarships have been announced, 
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but only in the Soviet Union have any details been pub- 
lished. In the Soviet Union, expenditures from the social 
consumption funds, which include all the transfer pay- 
ments mentioned as well as provisions in kind, will 
increase by over 40 per cent between 1971 and 1975, and 
on a per capita basis by around 35 per cent. Collective 
consumption per head of population will therefore 
expand by a faster annual growth rate (over 6 per cent) 
than remuneration from work of either wage-earners or 
collective farmers. This is a continuation of a trend 
experienced throughout the 1960s. 


The increase in pay and social incomes will result in a 
substantial increase in the effective demand for goods and 
services. The plans set targets for the increase in retail 
sales which should balance the increased purchasing 
power of the population. 


As a rule, the volume of retail sales is planned to 
expand somewhat more slowly than in the past planning 
period; the only exception is Poland where retail sales 
are to expand faster. While the available data are not 
sufficiently detailed for a more thorough assessment, a 
comparison of the increase in total money incomes with 
the planned volume of retail sales suggests that in the 
German Democratic Republic and in Romania some 
increase in the savings ratio has been assumed. In the 
Soviet Union, an increase in the money incomes of 40 
per cent between 1970 and 1975 will be accompanied by an 
increase in retail sales of 42 per cent and in paid services 
of 47 per cent. A faster growth of paid services than of 
retail sales is also envisaged in Bulgaria and Poland. In 
the other countries, a non-specified increase in services 
has been incorporated in the published plan documents. 


Only Czechoslovakia and Poland give a breakdown of 
retail sales into food and non-food products. In both 
countries, non-food items are to expand faster, in 
Czechoslovakia the growth of purchases of non-food 
products is to be twice as fast as that of food. In the 
other countries it also appears, from data on sales of 
individual commodities, that the shift towards industrial 
commodities and especially to durables, which began in 


the second half of the 1960s is to continue. Retail sales 
of passenger-cars are to expand considerably during this 


plan period, but only a few countries have given specific 
targets: 


Production and retail sales of passenger-cars to the population 


( Thousands ) 
1965 1970 1975 

Czechoslovakia 
ИО 5 4 oA Ge ow ПИЛ 142.9 167 
а ла 29 80 170 
Hungary 
Dales ee he: len 10.0 36.7 > 602 
Poland 
О ИО о 6 9 6 o ao 6 26.4 67.9 135 
Sales ean ery rea ne ОР B51 47.5 
Romania 
ТОО со 6 oo 3.6 23.6 50.0-55.0 
Заем а. № 9.2 25.5 
Soviet Union 
ЕО 6 2 5 a ow o Ge 201 344 1 260 
Sales caret recta ties er an eee 64 123 ca. 720» 


Sources: National statistics; CMEA Yearbook 1971; Five-year Plan documents. 
в Annual average during 1971-1975. 
> 2.6 million during 1971-1975. 


The expansion of dwelling construction is another 
priority target in the five-year plans to increase the 
standard of living.®® In most countries the number of new 
dwellings in relation to the population is to increase. 
In the Soviet Union the number of new dwellings in 
relation to the increasing population will probably be the 


59 Cf. table 2.2 on investment in housing construction. 


New dwellings constructed 


Total 


Total 


Yearly average 


Yearly average per 10,000 inhabitants 


1966-1970 1971-1975 1966-1970 1971-1975 1965-1970 (19711975 
Thousands Numbers 
Albania . 73 80 14.6 16.0 eS 79 
Bulgaria® Е, 220 250 44.0 50.0 53 58 
Czechoslovakia. ..... 435 са. 500 87.0 са. 100.0 61 70 
German Democratic Republic 364 500» 72.8 100.0" 43 58» 
Hungary 327 400 65.5 80.0 64 77 
Poland 942 1075 188.4 215.0 59 65 
Romania 660 522 132.0 104.4 68 51 
Soviet Union 11350 са. Ш 7502 2270.0 2350.0 96 95 


Sources: National statistics; CMEA Yearbook 1971; Pian documents. 


® State and co-operative. 
> Including reconstruction and modernization 


of existing flats. 


с Estimated on the basis of a rise of 5 per cent in the average size of new flats. 
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same as during 1966-1970. On the basis of official state- 
ments 60 the secretariat estimates an increase in the 
average size of new flats by 5 per cent. However, in terms 
of new flats of unchanged size the rate of increase, which 
in any case has been for years the highest among the 
socialist countries, would be larger. The comprehensive 
house-building programme, which also includes provi- 
sion for the improvement of urban utilities and com- 
munities, is to improve the living conditions of approxi- 
mately 60 million people. In the other countries great 


6> A. Kosygin, Directives of the Five-year Plan for 1971-1975 
(report to the 24th CPSU Congress), Moscow 1971. 


emphasis is also being given, in addition to quantitative 
expansion, to improving the quality, Jay-out.and ameni- 
ties of new flats, as well as the entire urban environment. 


The preservation of natural resources, the need for 
concerted measures to combat air, water and noise pollu- 
tion and to improve the entire human environment of an 
industrially developed society has been stressed in most 
of the plans. However, neither an assessment of the costs 
involved nor any quantitative targets are contained in the 
published documents. As an institutional measure the 
creation of a central ministry of environmental protec- 
tion and water economy in the German Democratic 
Republic should be mentioned. 


RECENT ECE PUBLICATIONS 


Recent publications by the ECE secretariat, in addition to the annual Economic Survey of Europe and 
the trade reviews contained in the Economic Bulletin for Europe, have included: 
Macro-economic models for planning and policy-making 
Sales No.: 67.П.Е.3 Price: $(US)2.50 Published in 1968 


Policies and means of promoting technical progress 
Sales No.: Е.69.П.Е.7 Price: $(US)2.50 Published in 1969 


Methods of making import/export projections 
Economic Bulletin for Europe, 1967, Volume 19, No. 2 
Sales No.: Е.68.П.Е.5 Price: $(US)1.50 Published in 1968 


Note on institutional developments in the foreign trade of the Soviet Union and eastern European countries 
A note on the New Delhi session of UNCTAD and implications for international trade of changes in technology 
and industrial structure 


Economic Bulletin for Europe, 1968, Volume 20, No. 1 
Sales No.: Е.69.П.Е.3 Price: $(US)2.50 Published in 1968 


Economic development in the Byelorussian SSR 
Foreign trade developments in southern European countries 


Economic Bulletin for Europe, 1968, Volume 20, No. 2 
Sales No.: Е.69.П.Е.11 Price: $(US)1.00 Published in 1969 


Trade dependence in European countries, 1953 to 1967 
Industrial co-operation as a factor in the growth of east-west European trade 
New uses of steel in the developing countries 


Economic Bulletin for Europe, 1969, Volume 21, No. 1 | 
Sales No.: E.70.0.E.3 Price: $(US)3.00 Published in 1970 


Multi-level planning and decision-making 
males Мо,: В, ЮЛЕ. Price: $(US)3.00 Published in 1970 


Structural trends and prospects in the European economy 
Economic Survey of Europe in 1969, Part I 
Sales Мо.: E.70.11.E.1 Price: $(US)2.50 Published in 1971 


Long-term planning 
Sales No.: E.71.I1.E.3 Price: $(US)4.00 Published in 1971 


Note on the projection of the matrices of international trade 
Economic Bulletin for Europe, 1971, Volume 22, No.1 
Sales No.: Е.71.П.Е.2 Price: $(US)3.00 Published in 1971 


Investment in human resources and manpower planning | | 
Sales Now ЕЛЕ Price: $(US)3.00 Published in 1971 


Comparative analysis of economic structures by means of input-output tables 


Economic Bulletin for Europe, 1971, Volume 23, No. 1 | | 
Sales No.: Е.72.П.Е.2 Price: $(US)2.50 Published in 1971 


Some aspects of manufacturing development in southern Europe: 
production, trade and transfer of technology 


Economic Bulletin for Europe, 1971, Volume 23, No. 2 | | 
Sales No.: В. 72.01.E.7 Price: $(US)2.50 Published in 1972 


The ECE secretariat also publishes regularly: | us 
Statistical indicators of short-term economic changes in ECE countries (monthly). Annual subscription 


$16.00, monthly issues $1.50. 


HOW TO OBTAIN UNITED NATIONS PUBLICATIONS 
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